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Executive  Summary 

By  Executive  Order  dated  September  27,  2001,  Governor  Jane  Swift  established  the 
Special  Advisory  Task  Force  on  Massport  to  conduct  a  top  to  bottom  review  of  the 
agency  in  the  aftermath  of  the  tragic  events  of  September  11,  2001.  In  light  of  the  need 
for  expedient  change,  the  Governor  directed  the  Task  Force  to  report  its  findings  and 
recommendations  within  45  business  days. 

During  this  period,  the  Task  Force  gathered  information  from  several  sources.  Dozens 
of  interviews  were  conducted,  numerous  documents  were  requested  and  obtained, 
and  the  public  was  invited  to  submit  written  comments  and  to  participate  in  a  hearing. 
Interviews  included  Massport  personnel  (both  past  and  present),  industry  experts, 
government  officials,  federal  officials,  business  leaders,  and  community  organizations. 
Task  Force  members  also  toured  Massport's  facilities.    The  information  provided  by 
all  of  these  sources  was  instrumental  to  the  Task  Force  in  evaluating  issues  relating  to 
mission,  governance,  financing,  management,  hiring,  and  security  at  Massport. 

The  report  is  organized  as  a  set  of  "findings"  on  various  aspects  of  Massport  as  set 
forth  in  the  Executive  Order,  a  set  of  "recommendations"  that  accompany  each  finding 
providing  specific  actions  to  be  undertaken,  and  finally  a  "matrix"  which  organizes 
the  actions  according  to  responsible  implementing  parties  and  suggested  timetables. 

As  the  Task  Force  pursued  this  undertaking,  Massport's  Board  of  Directors  took 
proactive  steps  including  budget  cuts,  headcount  reductions,  the  deferral  of  certain 
capital  projects  and  the  elimination  of  its  trade  and  tourism  division.  To  address 
security  concerns,  they  engaged  top  quality  security  consultants. 

While  the  Task  Force  commends  these  actions,  we  found  that  Massport  suffers  from  a 
certain  degree  of  "mission  creep",  poor  leadership,  a  lack  of  accountability  to  the 
public,  and  an  inefficient  organizational  structure.  These  themes  are  common  threads 
running  through  virtually  all  of  our  findings  and  were  central  to  our  thought  process 
in  formulating  recommendations  to  correct  these  weaknesses. 

Below  is  a  summary  of  our  key  recommendations. 

Leadership  and  accountability  start  at  the  top  with  the  hiring  of  an  experienced 
professional  as  the  new  CEO. 


Report  of  the  Special  Advisory  Task  Force 


r    The  Task  Force  applauds  Massport's  endorsement  of  its  recommendation  to 
conduct  an  extensive  search  for  a  new  Chief  Executive  Officer  ("CEO")  with 
demonstrated  management  skills  and  experience  in  the  transportation, 
(preferably  the  airport)  industry.  We  further  suggest  that  the  CEO  be  hired 
under  a  five-year  contract  to  provide  some  insulation  against  political  influence 
and  pressure. 

Qualifications  for  the  position  of  Director  of  Security  must  be  expanded  and  the 
reporting  structure  changed  to  ensure  enhanced  security  at  Massport. 

>  Accountability  on  security  issues  must  be  a  top  priority  for  Massport. 
Accordingly,  the  Director  of  Security  should  report  directly  to  the  CEO. 
Required  professional  qualifications  for  the  job  should  include  experience  in 
transportation  and  law  enforcement  as  well  as  superior  management  skills. 
Lastly,  we  recommend  a  five-year  tenure  for  the  position  to  encourage 
independent  decision-making  that  truly  promotes  the  security  interests  of  the 
traveling  public. 

A  clear  unity  of  command,  currently  a  known  deficiency  in  the  system,  must  be 
established  for  security  related  issues,  through  an  innovative,  first-in-the  nation 
program  with  the  federal  government. 

>  With  responsibility  split  among  the  Federal  Aviation  Administration,  the 
airline  industry  and  airports,  security  breaches  are  destined  to  continue;  no  one 
entity  is  entirely  accountable  for  breakdowns  in  the  system.  We  propose 
establishment  of  a  model  program  coordinated  between  the  federal 
government  and  Massport  that  would  place  Massport's  Director  of  Security  in 
command  of  both  state  and  federal  officials  at  Massport.  This  arrangement 
would  empower  Massport  to  take  full  responsibility  for  implementing  the 
many  enhanced  security  measures  contained  in  this  Report  and  would  hold  it 
accountable  for  failures. 

Massport  must  vigorously  enforce  its  rights  as  landlord  to  enable  it  to 
implement  security  measures  without  having  to  rely  on  assistance  or 
enforcement  from  the  Federal  Aviation  Administration. 

>  As  owner/landlord  of  the  airport,  Massport  has  extensive  but  long  under- 
utilized powers.  By  exercising  this  authority,  Massport  can  raise  the  standard 
of  security  by  requiring  that  all  passenger  screeners  receive  a  living  wage,  even 
if  this  wage  is  beyond  the  minimum  floor  established  by  the  FAA.  Increased 
wages  will  attract  higher  caliber  screeners  and  therefore,  improve  job 
performance.  This  program  has  been  effectively  implemented  in  San  Francisco. 
In  addition,  the  Task  Force  recommends  that  Massport  continue  to  pursue 
many  of  the  measures  implemented  by  Colonel  DiFava,  and  endorsed  by  the 
Task  Force,  such  as  deployment  of  uniformed  and  undercover  law  enforcement 
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officers,  tighter  access  to  secure  zones,  and  deterrence  through  the  issuance  of 
citations  and  the  imposition  of  higher  fines  for  security  infractions. 

Patronage,  in  all  of  its  forms,  has  eroded  public  confidence  in  Massport,  created 
morale  problems  for  qualified  and  dedicated  employees,  and  contributed  to  the 
inefficiency  of  the  organization. 

We  concluded  that  patronage  at  Massport  is  a  four  headed  monster,  taking  the 
following  forms:  the  hiring  of  unqualified  individuals,  the  creation  of  new 
positions  to  accommodate  applicants,  the  awarding  of  contracts  to  companies  with 
inside  connections,  and  financial  contributions  to  charities  or  outside  parties  that 
go  beyond  community  goodwill.  The  Task  Force  recommends  the  following 
reforms: 

>  The  new  CEO  will  be  selected  on  the  basis  of  experience  and  skills,  not  political 
contacts  and  will  be  given  a  5-year  contract  to  insulate  him  or  her  from  political 
intrusion. 

>  This  new  CEO,  in  consultation  with  the  Board,  should  adopt  a  formal  top  to 
bottom  recruitment  process,  ensuring  that  all  hires  compete  on  the  merits  for 
positions  that  are  clearly  needed  and  justified  by  detailed  job  descriptions. 

>  A  personnel-screening  committee  with  external  experts  should  review  all  hires 
in  "life  safety"  positions,  defined  as  those  jobs  critical  to  security,  technical 
operations  and  the  safety  of  the  traveling  public. 

>  Massport  should  set  a  budget  for  charitable  giving  that  is  a  fixed  percentage  of 
its  net  operating  revenues. 

>  To  ensure  continued  accountability  to  the  public,  a  "Sunshine  Report"  should 
be  published  at  Board  Meetings  detailing  all  patronage  requests  to  the 
Authority. 

Massport  is  not  organized  or  managed  like  the  major  business  it  is.  To  effect 
change,  Massport  must  not  only  hire  a  highly  qualified  and  experienced  CEO, 
but  must  also  institute  high  level  structural  changes  to  the  organization. 

>  Massport  is  overstaffed,  particularly  at  the  top  levels  of  the  Administration. 
There  is  also  duplication  of  function,  excessive  layers  of  middle  management 
and  lack  of  access  to  the  CEO  by  the  managers  of  core  functions:  airport, 
seaport,  and  bridge.  Moreover,  the  CEO's  focus  has  previously  been  on 
external  politics  rather  than  the  daily  management  of  the  organization.  We 
recommend  a  significant  downsizing  of  the  executive  office  staff,  a  change  in 
the  reporting  structure  to  the  CEO  to  allow  direct  access  by  key  business 
managers,  and  a  shift  of  responsibility  for  the  management  of  external  politics 
to  the  Chair  of  the  Board. 
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Massport's  mission  has  been  diffused.  In  the  aftermath  of  September  11th,  it 
must  refocus  its  mission  on  security  and  safety  and  the  management,  operation, 
and  development  of  the  airport  and  seaport. 

>  In  recent  years,  Massport's  mission  has  centered  on  customer  satisfaction, 
economic  expansion  and,  development.  In  a  post  September  11th  world, 
however,  all  agree  that  there  is  a  need  for  substantially  increased  attention  to 
security  matters.  Massport's  core  mission  must  reflect  a  primary  commitment 
to  safe  and  secure  facilities.  One  needed  change  to  help  Massport  refocus  on  its 
core  mission  is  the  transfer  of  the  Tobin  Bridge  to  another  transportation  entity. 
Massport  should  also  transfer  non-core  functions  such  as  tourism  and 
commercial  real  estate  development  not  related  to  maritime  activities  to  other, 
more  appropriate  development  agencies. 

The  Board  of  Directors  should  be  reinvigorated  with  new  membership. 

>  The  Task  Force  is  recommending  an  expansion  of  the  Board  to  reflect  a  wider 
range  of  competencies.    In  addition,  the  Task  Force  is  calling  for  an  orderly 
transition  from  the  current  Board  to  a  reconstituted  Board.    The  Governor 
should  begin  the  process  of  identifying  potential  Board  members  who  possess 
the  new  qualifications  for  service  identified  as  necessary  in  the  post  September 
11th  environment.  The  Governor  should  follow  any  announcement  of  new 
members  with  a  10-day  period  for  public  comment  and  input. 

Our  recommendation  to  expand  the  Board  from  seven  members  to  nine,  would 
also  facilitate  the  creation  of  new  committees,  including  a  Community 
Outreach  Committee  responsible  for  reviewing  requests  for  charitable  giving 
and  meeting  regularly  with  community  groups.  The  Task  Force  also 
recommends  shortening  the  term  of  service  from  seven  to  five  years,  and 
eliminating  the  option  of  reappointment.  An  outside  Oversight  and 
Implementation  Committee  established  by  the  Governor  would  work  with  the 
Board  until  key  changes  are  made. 

Massport's  relationship  with  its  local  neighbors  must  be  repaired. 

>  The  Task  Force  found  that  the  principle  concern  of  citizens  from  communities 
impacted  by  the  airport  was  the  lack  of  a  legitimate  forum  to  air  their  concerns 
and  a  perception  of  Massport  as  arrogant,  deceptive  and  unaccountable.  To 
reinforce  Massport's  accountability  to  the  community,  we  recommend  that 
expanded  Board  membership  include  at  least  one  resident  from  the  City  of 
Boston  and  one  resident  from  any  of  the  other  communities  impacted  b\ 
Massport's  activities.  Finally,  Massport  and  local  communities  should  engage, 
and  share  the  costs  of  a  consulting  expert  to  independently  assess  the  research 
and  findings  of  both  Massport  and  the  communities  related  to  environmental 
issues. 
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Massport  has  been  prudent  and  conservative  in  the  issuance  and  management  of 
its  debt.  There  is  room  to  improve  its  business  planning,  budgeting  and 
performance  measurement  practices  to  better  allocate  financial  resources. 

>     While  Massport  has  moved  in  the  right  direction  by  producing  its  first  business 
plan  last  year,  the  plan  does  not  provide  a  strategic  direction.  Furthermore, 
managers  of  core  businesses,  such  as  the  port  and  the  airport,  have  insufficient 
input  into  the  processes  of  budgeting  and  allocating  funds  for  capital  projects. 
The  organizational  changes  recommended  by  the  Task  Force  should  facilitate 
more  involvement  by  business  unit  managers  in  budgetary  decisions  impacting 
their  divisions.  Finally,  Massport  does  not  systematically  measure  its 
performance  in  achieving  stated  goals.  Meaningful  performance 
measurements  are  a  key  component  of  accountability. 
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Background:  The  Special  Advisory  Task  Force  on  Massport 


Special  Advisory  Task  Force 
on  Massport 

Marshall  Carter,  Chairman 

Members: 

Wayne  Budd 
John  Haley 
Robert  Johnson 
Patricia  McGovern 
Sheila  Widnall 

Valerie  Landry  (Office  of  the 
Governor,  State  of  Maine) 

Susan  Prosnitz,  Executive  Director 
Eric  Berman,  C.P.A. 

Advisor: 

Frasca  &  Associates,  L.L.C. 


By  Executive  Order  #431,  Governor  Jane  Swift 
established  the  Special  Advisory  Task  Force  on 
Massport  on  September  27,  2001.  A  complete  copy  of 
the  Executive  Order  can  be  found  in  Appendix  A. 
Resumes  of  Task  Force  members  are  included  in 
Appendix  D. 

The  Task  Force  was  established  to  review 
systematically  the  function,  mission  and  security  of 
Massport' s  entire  operation  and  to  advise  the  Governor 
on  how  the  focus  and  mission  of  Massport  can  best  be 
improved  to  meet  the  challenges  of  a  new  era. 
Specifically,  the  Task  Force  was  commissioned  to 
examine  the  need  to  refocus  Massport' s  attention  on 
public  safety  and  the  means  by  which  to  implement 
necessary  changes.  Additionally,  the  Task  Force  has 
been  charged  with  advising  and  making 

recommendations  to  the  Governor  no  later  than  December  4,  2001  on  all  aspects  of 

Massport's  operation  including,  but  not  limited  to: 

>  fundamental  mission. 

>  scope  of  responsibilities. 

>  governing  structure. 

>  financing  and  management  practices. 

>  hiring  and  personnel  policies,  including  those  of  associated  and 
affiliated  agencies. 

The  research  and  study  undertaken  by  the  Task  Force  includes  the  review  of 
numerous  documents  and  data,  listed  in  Appendix  C  and  discussions  with  Massport 
employees  (both  past  and  present),  industry  experts,  current  and  former  government 
officials,  federal  officials,  business  leaders,  and  community  organizations.  Further,  the 
Task  Force  was  greatly  interested  in  hearing  the  thoughts  of  those  who  use  Logan 
Airport  or  who  live  in  close  proximity  to  it,  or  other  Massport  properties. 
Accordingly,  on  November  15,  2001  the  Task  Force  held  a  public  hearing  to  enable 
those  interested  in  the  subject  matter  to  share  their  views.  We  appreciate  the  time 
taken  by  everyone  who  assisted  us  in  forming  a  clearer  picture  of  the  Authority.  We 
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note  the  cooperative  manner  in  which  the  Authority  itself  provided  materials  to  us 
and  made  available  members  of  its  senior  staff  to  answer  our  questions.  ' 

The  conclusions  drawn  from  the  study  of  these  materials  and  discussions  described 
above  are  presented  as  Findings,  followed  by  a  series  of  Recommendations  pertaining 
to  each.  Finally,  we  have  included  a  series  of  charts  listing  Implementation  Actions. 

Events  Leading  to  the  Formation  of  this  Special  Advisory  Task  Force 


Significant  Undertakings  at  Massport 


In  its  78  year  history,  what  is  now  Logan  Airport  has  been  managed  by  five  different 

operators:  the  U.S.  Government,  the  City  of  Boston,  the  Commonwealth's  Department 

of  Public  Works,  an  Airport  Management  Board  set  up  by  the  Commonwealth  in  1948 

and,  beginning  in  1959,  the  Massachusetts  Port  Authority.  The  legislation  establishing 

the  Authority,  the  Enabling  Act  (Chapter  465  of  the  Act  of  1956),  created  an 

independent  authority  to  own,  develop,  maintain  and  operate  Logan  Airport  and 

Hanscom  Field,  certain  port 

properties,  and  the  Mystic 

River  Bridge.  In  its  scope  and 

concept,  it  mirrored  the 

successful  Port  Authority 

created  by  compact  between 

New  York  and  New  Jersey. 

The  special  commission  of 

legislators  and  Gubernatorial 

appointees  recommending  its 

creation  believed  it  would: 


Promote  the  Boston 
Airport  and  Seaport  as 
significant  business 
enterprises. 

Remove  Airport  and  Port 
operations  from  annual 
state  budgetary  restraints 
while  enhancing  long-term 
planning. 


1971 
1974 

1978 

1980 


New  land  acquired  in  Charlestown  for  Moran  Container  Terminal 
Bird  Island  Flats  filled  in;  Logan  Airport 's  land  area  increased  in 
size  by  nearly  10%. 

Enabling  Act  amended  to  permit  payment  of  PILOTS  to  Boston 
and  Chelsea.  Winthrop  added  in  1980. 
Land  acquisitions  in  South  Boston 

Marine  and  Real  Estate  and  Development  Departments  created. 
Board  adopts  policy  that  port  properties  deemed  unnecessary  for 
maritime  functions  be  developed  commercially.  World  Trade 
Center-Boston  and  Constitution  Plaza  begin  development. 
1984-92     Massport  manages  State  Transportation  Building  (Park  Plaza, 
Boston)  under  contract. 

1985  Acquisition  of  East  Boston  Shipyard 

1986  Acquisition  of  Revere  Sugar  Terminal 

Suburban  Express  Bus  Service  to/from  Logan  commences. 
1991  Financial  support  to  Hyatt  Harborside  Hotel 

1995  Construction  of  East  Boston  Pier  Park  (Ph.l ) 

1996-99     Development  of  hotels/office  space  (Commonwealth  Flats)  and 

Exchange  Conference  Center  (Fish  Pier). 
1997-00     Central  Artery/Tunnel  road  assets  acquired  for  S365  million. 

1999  Memo  of  Understanding  for  operation  and  eventual  ownership  of 
Worcester  Airport. 

2000  Financial  support  provided  for  Seafood  Processing  Center 

2001  Land  swap  with  Highway  Department  related  to  Central  Artery 
assets 

Source:  Mnsswrt  records 


Attract  professional  management  through  independence  and  salaries  comparable 
to  private  industry. 


However,  we  point  out  that  Massport  declined  to  provide  to  the  Task  Force  certain  security 
related  documents  out  of  concern  that,  in  so  doing,  Massport  would  waive  any  potential 
privileges  applying  to  these  documents  in  future  litigation  arising  out  of  the  events  of 
September  11th. 
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>     Fund  capital  improvements  without  recourse  to  the  credit  of  the  Commonwealth 
of  Massachusetts. 

Over  the  years,  development  of  Massport's  property  focused  on  expanding  the 
airport's  facilities  to  accommodate  dramatic  growth  in  air  transportation,  and 
developing  properties  around  the  Port  of  Boston,  adapting  them  to  industrial  and 
commercial  uses  (See  Side  box  on  previous  page).  In  the  early  years  of  the  Authority, 
income  derived  from  operating  the  Tobin  Bridge  assisted  in  paying  for  some  of  these 
endeavors. 


Since  its  inception,  Massport  has  grown  physically  by  the  purchase  of  land  and 
facilities  in  surrounding  communities.  In  January  2000,  it  assumed  operational  control 
and  responsibility  for  a  third  airport,  Worcester,  as  a  precursor  to  full  ownership  in 
five  years.  It  makes  payments  in  lieu  of  taxes  ("PILOTs")  to  Boston,  Chelsea  and 
Winthrop.  It  has  provided  financial  support  to  real  estate  and  commercial 
developments,  (e.g.,  the  Hyatt  Harborside  Hotel,  the  World  Trade  Center-Boston, 
Constitution  Plaza,  Commonwealth  Flats,  the  seafood  processing  center  in  South 
Boston)  that  otherwise  might  not  have  attracted  sufficient  investment.  To  improve 
relations  with  neighbors,  it  supports  community  programs  and  provides  facilities  for 
recreation  at  financial  levels  not  typically  seen  at  other  airports.  To  mitigate  the 
adverse  environmental  impact  of  automobile  traffic,  it  provides  bus  and  subsidized 

ferry  service  to  and  from  the 
Airport  and  several  suburban 
communities. 

Logan  is  "New  England's 
airport",  providing  service  to 
national  and  international 
destinations  not  served  by 
other,  major  New  England 
cities.  According  to  Massport's 
2001  Employee  Survey,  Logan 
employs  20,279  people  (5,509 
who  are  residents  of  East 
Boston,  Chelsea,  Winthrop  and 
Revere).  The  airport  generates 
economic  benefits  of  $5  billion, 
$1.4  billion  of  it  direct,  to  the 
economy  of  the 
Commonwealth  and  New 
England2. 


Logan  International  Airport  (FY2000) 

Total  Passengers: 

27.340,046 

%  Change  from  1999: 

1.3% 

U.S.  Rank  (Calendar  Year  2000): 

18th  largest 

%  Passengers  Beginning 
or  Ending  Flights  at  Logan: 

90% 

%  Passenger  Connecting  to  Other 
Flights: 

10% 

Domestic  Passengers: 

22,966,675 

International  Passengers: 

4,373,281 

Number  of  Airlines  Serving  Logan: 

13  Domestic 
6  Regional 
6  Commuter 

12  Foreign  Flag 

Number  of  Gates: 

87 

Tons  of  Cargo  and  Mail: 

1.040,877 

Source:  Massachusetts  Port  Authority  -  Special  Facility-  Revenue  Bonds 
Series  2001AIB/C  Official  Statement 

According  to  a  1998  economic  impact  report  prepared  for  Massport. 
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Massport's  conservative  financial  stewardship  has  won  the  respect  of  the  credit 
markets.  It  has  moderate  levels  of  indebtedness  for  an  enterprise  of  its  size  and  type. 
In  achieving  bond  ratings  in  the  "double  A"  category  (Aa3/AA-/AA)  by  the  three 
major  rating  agencies,  it  enjoys  the  company  of  fewer  than  ten  other  airports  in  the 
United  States. 

Finally,  Massport  employees  at  all  levels  should  be  commended  for  their  rapid  and 
sensitive  response  to  the  tragic  events  of  September  11th.  They  volunteered  their  time 
throughout  that  week  and  the  weekends  that  followed  to  assist  the  victims'  families 
and  loved  ones  by  establishing  and  staffing  information  and  bereavement  centers.  In 
talking  to  many  Massport  employees  about  the  tragedy,  their  grief  is  evident,  as  is 
their  professionalism. 

Although  Massport  has  focused  on  its  primary  mission  -  the  Airport,  Bridge  and  Port 
-  the  organization  has  drifted  into  other  tangential  activities,  notably  commercial  real 
estate  development  and  tourism  that  are  not  part  of  the  Authority's  core 
competencies.3  There  is  an  additional,  accurate  perception  by  the  general  public  that 
Massport  is  subject  to  "excessive  patronage  requests."  The  public  is  further  concerned 
that  Massport  lacks  a  focus  on  security,  especially  at  the  Airport. 

In  the  wake  of  the  September  11th  tragedy,  organizational  priorities,  leadership  and 
core  institutional  values  need  to  be  examined  to  make  the  organization  the  very  best  it 
can  be  and,  in  so  doing,  win  back  the  trust  and  confidence  of  the  public.    The 
Commonwealth  is  unique  in  undertaking  such  an  extensive  examination  of  its 
principal  airport.  We  are  aware  of  no  other  such  undertakings  in  other  jurisdictions 
impacted  by  the  events  of  September  11th. 


3  We  understand  that  these  extensions  of  mission  were  motivated,  in  part,  by  a  desire  to  grow  future 
revenues  so  that  the  sole  source  of  financial  support  for  unprofitable  seaport  and  bridge  activities  does 
not  remain  the  airport.  However,  the  degree  to  which  these  endeavors  have  diverted  focus  and 
organizational  resources  poses  some  legitimate  concerns. 
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Findings  of  the  Task  Force:  Security 

1.    There  is  an  immediate  need  for  significantly  enhanced  security 

infrastructure  and  new  procedures  within  Massport,  most  notably  at  Logan 
Airport. 

Introduction: 

It  is  not  fully  known  which  of  the  many  weaknesses  in  the  nation's  aviation  security 
system  were  exploited  on  September  11th,  thus  facilitating  the  hijacking  of  four 
commercial  aircraft  on  route  from  three  airports,  including  Logan.    It  is  clear, 
however,  that  serious  weaknesses  existed  with  far  more  devastating  impacts  than 
previously  thought.  The  terrorists  who  boarded  the  four  flights  did  not,  except  for 
their  criminal  conspiracy,  violate  regulations  or  laws.  The  weapons  apparently  used  in 
the  hijackings  -  box  cutters,  and  knives  -  were  lawful  to  carry  on  board  under  then- 
existing  Federal  Aviation  Administration  (FAA)  regulations. 

The  hijackings  laid  bare  the  heart  of  the  aviation  security  problem  facing  all  U.S. 
airports,  not  just  Logan.  The  fragmentation  of  responsibility  among  three  parties  -  the 
FAA,  the  airlines  and  airports  -  created  a  system  where  everyone  was  involved  in 
aviation  security,  but  no  one  was  singularly  responsible.  The  result  has  been 
diminished  security  due  to  ineffective  communication  among  these  three  parties  and 
other  important  agencies,  such  as  the  FBI.  Differing  priorities  and  the  inconsistent 
application  of  rules  and  regulations  furthers  this  problem. 

Appendix  B  discusses  aviation  securities  practices  in  the  United  States,  both  prior  to 
and  following  September  11th  in  great  detail.  It  is  highly  recommended  background 
reading,  which  will  place  our  findings  regarding  security  practices  at  Massport  in  the 
proper  context. 

A.  Security  at  Boston  Logan  International  Airport  has  suffered  many  of  the 
weaknesses  found  throughout  the  U.S.  system,  although  some  other  airports  have 
been  more  aggressive  about  implementing  enhanced  security  measures. 

Federal  Aviation  Authority  Regulations  (FAR)  107  and  108  have  set  out  airport  and 
airline  responsibilities,  respectively,  regarding  security  (See  Appendix  B).  The  FAA 
recently  noted  in  the  final  rulemaking  for  FAR  107: 

"federal  law  assigns  solely  to  aircraft  operators  the 
responsibility  for  passenger  screening.  That  law  cannot 
be  overcome  by  regulation."4 


4  Provisions  of  the  Aviation  and  Transportation  Security  Act  signed  into  law  by  the  President 
on  November  19,  2001,  will  transfer  the  responsibility  for  passenger  and  baggage  screening 
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Like  the  majority  of  airports  in  the  U.S.,  Massport  followed  the  dictates  of  the  FAA 
with  regard  to  passenger  screening.  However,  on  at  least  one  occasion  (June  2001), 
Massport  challenged  the  airlines  over  what  it  correctly  perceived  as  laxity  in  their 
practices  regarding  employee  criminal  background  checks.  The  airlines  complained  to 
the  FAA,  who  in  effect  sided  with  them.  Massport  offered  to  work  in  partnership  with 
the  FAA  and  the  air  carriers  to  resolve  the  issue.  Then  came  the  events  of  September 
11th;  in  response  to  the  tragedy,  all  securities  practices,  whether  by  airlines,  airports  or 
the  FAA,  have  come  under  far  more  intensive  review  and  scrutiny. 

Prior  to  September  11th  security  lapses  at  Logan  received  significant  media  attention, 
including: 

>  From  1991  to  2000,  FAA  agents  testing  the  airline  screening  systems 
managed  to  slip  234  guns,  grenades  and  bombs  past  checkpoint  screeners 
and  their  x-ray  machines.  Logan  ranked  fifth  in  the  country  for  security 
violations. 

>  From  1997  to  early  1999,  the  FAA  found  at  least  136  security  violations  and 
fined  the  airlines  and  Massport  $178,000  for  these  lapses. 

>  In  1999,  a  17-year  old  climbed  a  Logan  perimeter  fence,  walked  2  miles 
across  restricted  areas,  and  stowed  aboard  a  British  Airways  flight. 

>  Logan  lacked  video  cameras  in  passenger  screening  areas  of  the  terminals. 

>  The  FAA  has  cited  Massport  for  misplacing  keys  to  secure  areas.  Massport 
had  to  re-key  all  locks  on  the  airport  perimeter  and  institute  a  lock-and-key 
audit  program  to  avoid  the  imposition  of  fines. 

>  There  have  been  ongoing  public  reports  of  security  breaches,  such  as 
bullets  and  knives  going  undetected  at  screening  checks,  and  an 
unattended  checkpoint,  which  allowed  unscreened  passengers  to  enter 
secure  areas  of  the  terminal. 

Although  most  other  major  U.S.  airports  have  experienced  similar  lapses,  these  reports 
have  fostered  a  lack  of  public  confidence  in  security  at  Logan,  heightened  by  the 
events  of  September  11th. 


from  the  airlines  to  the  U.S.  DOT  (See  Appendix  B  for  further  information  about  the  Act).  Since 
September  11th,  the  FAA  has  allowed  Maryland  DOT  to  "supplement"  airline  contractor  staff  at 
Baltimore-Washington  International  Airport's  passenger  screening  checkpoints.  Similar  types 
of  initiatives  by  other  airports  would  likely  be  approved  during  this  transition  period. 
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Other  airports  have  implemented  initiatives  to  enhance  security  beyond  the 
requirements  of  FAR  107.  For  example: 

>  San  Francisco  International  Airport  (SFO)  -  SFO  implemented  a  "Quality 
Standards  Program"  in  January  2000  which  set  recruitment,  training,  pay 
and  benefit  standards  for  all  employers  with  workers  in  security  areas  or 
performing  security  functions  above  those  required  by  the  FAA.  They 
cover  baggage  screeners  and  skycaps,  baggage  handlers,  airplane  cleaners, 
fuelers,  and  boarding  agents-  in  short,  anyone  whose  performance  is 
essential  to  airport  security.  Under  the  program,  employers  are  required  to 
pay  a  minimum  of  $10  per  hour  if  they  provide  health  benefits  and  $11.25 
per  hour  if  they  do  not.  Firms  must  satisfy  a  range  of  hiring,  training  and 
performance  standards.  One  of  the  goals  was  to  foster  competition  for 
contracts  among  private  firms  based  upon  quality  of  services  provided, 
rather  than  lowest  labor  costs.  Initial  results  of  the  program  indicate  that 
turnover  of  screeners  at  SFO  dropped  from  110  percent  to  25  percent. 
Further,  employers  reported  improvements  in  overall  job  performance  and 
greater  ease  in  recruiting  more  skilled  applicants.  They  also  reported 
reduced  absenteeism,  fewer  disciplinary  problems  and  higher  morale.  The 
cost  of  the  San  Francisco  quality  standards  program  works  out  to  $1.37  per 
passenger  traveling  through  the  airport,  or  $57  million  per  year. 

Additionally,  SFO  installed  a  $10  million  Checked  Baggage  Inspection 
System  in  its  new  international  terminal  to  provide  a  four-stage  screening 
of  all  checked  bags.  A  Radio  Frequency  Identification  system  (costing  $0.80 
per  tag)  identifies  and  tracks  all  bags. 

>  The  Port  Authority  of  New  York  &  New  Jersey  (PANYNJ)  -Beginning  in 
1995,  the  PANYNJ  retained  a  contractor  to  perform  a  continual  audit  of 
airport  security  procedures  at  JFK,  Newark  and  LaGuardia  Airports.  The 
contractor  provides  daily  reports  of  security  issues  regarding  access  to 
secured  areas,  the  airport  badging  program  and  employee  compliance  with 
security  regulations.  Airline  and  other  tenant  employees  who  violate 
security  regulations  are  personally  fined.  As  part  of  a  "three  strikes" 
program,  upon  the  third  violation,  the  employee  loses  his  airport  badge  for 
a  two-year  period. 

>  Miami  International  Airport  (MIA)  -  MIA  enacted  improvements  to 
securing  airfield  access  by  establishing  screening  checkpoints  for  all 
employees  and  instituting  a  "seal  program"  for  off-site  catering  companies. 

Prior  to  September  11th,  Massport  also  undertook  some  initiatives  beyond  its  FAR  107 
responsibilities.  Under  its  "Laser  Program,"  instituted  in  1996,  $1  million  of  funds 
have  been  provided  annually  for  teams  of  uniformed  and  undercover  state  police  to 
audit  cargo  security,  aeronautical  door  access,  ramp  badges,  and  other  critical  areas  on 
a  random  basis.  In  1998,  it  developed  a  protocol  to  help  firefighters  deal  with  the 
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threat  of  anthrax.  The  FAA  has  recognized  Massport's  K-9  program  as  a  model  for 
other  airports. 

B.  Recent  improvements  to  security  at  Logan  have  been  an  important  start. 

Since  September  11th,  Massport  has  announced  several  initiatives  to  enhance  security 
at  Logan  Airport.  The  most  critical  was  the  appointment  by  Governor  Swift  of  Colonel 
John  DiFava  as  the  Interim  Director  of  Public  Safety.  With  his  appointment,  Massport 
aggressively  pursued  a  more  activist  role  in  overseeing  and  testing  all  aspects  of 
security  at  Logan.  DiFava  instituted  a  "zero  tolerance"  program  for  infractions  of 
security  regulations.  He  implemented  many  new  procedures  during  his  45-day  tenure 
and  asserted  Massport's  rights  as  a  landlord  in  overseeing  and  controlling  all  security 
activities  that  take  place  at  the  airport,  regardless  of  who  is  technically  responsible. 
Within  this  framework,  Massport  has  taken  these  actions: 

>  Instituted  fines  of  up  to  $2,000  for  security  violations;  Massport  has  refused  to 
issue  new  security  badges  to  companies  until  fines  have  been  fully  paid. 

>  Required  security  checkpoint  screening  of  all  commuter  and  general  aviation 
operators  at  Logan. 

>  Retained  three  leading  security  consultants  to  assist  in  assessing  Logan's  security 
system. 

>  Authorized  $20  million,  which  includes  $7.5  million  of  anticipated  federal  grants, 
for  security  improvements,  such  as  the  installation  of  video  cameras  at  Logan's  16 
security  checkpoints.  This  amount  includes  associated  operating  expenses  for 
overtime  costs  and  legal  fees. 

>  Initiated  testing  of  facial  recognition  technology  from  two  companies;  this 
technology  matches  passengers  to  individuals  on  FBI  watch  lists.  Massport  is  also 
considering  the  use  of  thumbprint  identification  technology  as  another  means  to 
identify  criminals  and  suspected  terrorists. 

In  addition  to  the  presence  of  National  Guard,  State  Police  and  other  armed  personnel 
at  screening  checkpoints,  these  initiatives  are  important  first  steps  in  regaining  public 
confidence  in  security  at  Logan.  However,  more  security  improvements  will  be 
needed  for  which  Massport  must  commit  significant  additional  resources  [See 
Recommendations  which  follow). 

C.  Police  staffing  at  Logan  Airport  does  not  recognize  the  specific  security 
requirements  of  a  major  international  airport. 

One  specific  problem  with  security  at  Logan  is  the  staffing  of  the  State  Police  Troop  F. 
Under  current  union  rules,  seniority  is  the  basis  for  staffing,  per  the  collective 
bargaining  agreement.  This  protocol  fails  to  acknowledge  the  specific  law 
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enforcement  requirements  needed  by  a  major  international  airport  like  Logan  and 
provides  no  mechanism  to  select  the  most  qualified,  capable  and  highly  trained  officers 
to  enforce  security  procedures  at  the  airport. 

D.  Other  legal  impediments  hamper  the  effectiveness  of  security  at  Logan  Airport 
and  the  rest  of  Massport's  properties. 

Another  shortcoming  related  to  security  is  the  cap  on  penalties  for  violations  of 
Massport  regulations.  Pursuant  to  Section  3(a)  of  its  Enabling  Act,  Massport  cannot 
impose  fines  of  more  than  $2,000.  This  amount  is  hardly  a  meaningful  deterrent  for 
serious  breaches  of  rules,  such  as  security  violations. 

Finally,  pursuant  to  the  Public  Trust  Doctrine  derived  from  colonial  ordinances,  the 
public  in  Massachusetts  has  certain  sovereign  rights,  including  the  right  to  fish,  hunt 
and  walk  the  beaches  between  mean  high  and  low  tide.  Such  rights  may  not  be 
altered  except  by  legislative  action.  Public  hunting,  fishing,  clamming,  and  other 
activities  by  unknown  persons  in  close  proximity  to  Logan  Airport's  runways  and 
other  restricted  areas  present  several  obvious  safety  and  security  concerns.  In 
addition,  digging  into  the  sand  and  hunting  waterfowl  attracts  and  increases  the 
activity  of  seagulls  and  other  birds,  presenting  further  hazards  to  airplanes, 
particularly  on  take-off. 

E.  There  are  security  threats  to  the  Port  of  Boston  that  require  close  coordination  of 
Federal,  State  and  private  sector  parties. 

In  2000,  the  Report  of  the  Interagency  Commission  on  Crime  concluded  that  while  the 
threats  of  terrorism  directed  at  U.S.  seaports  are  low,  the  vulnerability  of  American 
seaports  to  attack  is  high.  The  report  found  that  only  three  of  the  twelve  ports 
surveyed  tightly  controlled  access  from  the  land  and  that  access  from  the  water  was 
completely  unprotected  at  nine  of  them.  In  light  of  September  11th,  the  threat  of 
terrorism  to  ports  and  waterways  is  being  reassessed. 

There  are  several  parties  involved  in  providing  security  for  the  Port  of  Boston  and 
maritime  facilities,  including: 

>  U.S.  Coast  Guard  (USCG)  -  Under  the  direction  of  a  local  Captain  of  the  Port 
(COPT),  the  Coast  Guard  is  responsible  for  the  movement  of  all  ships  via  port  and 
inland  waterways.  The  USCG  has  jurisdiction  over  maritime  law  enforcement, 
marine  safety,  hazardous  cargo  control,  maritime  security  and  national  defense. 
The  USCG  oversees  the  Harbor  Safety  Committee  to  communicate  safety  issues 
regarding  the  port. 

>  Maritime  Administration  (U.S.  Department  of  Transportation)  -  Facilitates  efficient, 
secure  movement  of  people  and  cargo  in  domestic  and  international  waterborne 
commerce  to  promote  America's  economic  growth  and  international 
competitiveness  in  a  safe  and  healthy  environment. 
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>  U.S.  Customs  Services  -  Monitors  and  inspects  cargo  flowing  in  and  out  of  the 
country.  Currently  only  2  percent  of  the  cargo  containers  arriving  in  the  U.S.  are 
inspected.  These  inspections  typically  do  not  occur  until  the  cargo  reaches  its  final 
destination,  after  traveling  unguarded  by  truck,  barge  and  rail. 

>  Massport  -  Responsible  for  landside  security  of  the  Black  Falcon  Cruise  Terminal 
and  other  port  facilities  it  owns. 

>  Private  Tenants  and  Landlords  -  Responsibility  for  landside  security  of  privately 
owned  port  properties  rests  with  their  respective  owners  and  tenants. 

Since  September  11th,  the  USCG  has  randomly  inspected  designated  waterfront 
facilities  to  identify  security  weaknesses.  Any  shortcomings,  in  areas  such  as  positive 
access  control,  lighting,  fencing,  gating,  and  debris  or  vegetation  impacting  fence 
integrity,  have  been  brought  to  the  attention  of  many  facility  operators.  Further, 
vessels  weighing  more  than  300  tons  are  now  required  to  notify  the  USCG  96  hours 
prior  to  their  arrival.  The  USCG  is  also  establishing  a  Security  Subcommittee  of  the 
Harbor  Safety  Committee  to  improve  communication  and  coordination  of  security 
matters. 

However,  several  challenges  in  securing  ports  remain: 

>  With  no  central  oversight  of  security,  a  tangled  chain  of  federal,  state  and  local 
authority  exists. 

>  Boston's  port  is  situated  within  a  dense  population  center,  near  bridges,  power 
plants,  and  major  real  estate  developments. 

>  The  federal  government  has  not  conducted  Vulnerability  and  Threat  Assessments 
for  most  major  U.S.  seaports,  including  Boston. 

>  The  primary  mission  of  ports  in  the  U.S.  has  been  growth  and  economic 
development.  Maritime  shipping  is  a  very  cost  competitive  industry.    As  such, 
ports  have  had  a  strong  economic  incentive  to  minimize  costs,  making  security 
improvements  difficult  to  fund. 

Pending  legislation  in  Congress  would  give  the  USCG  regulatory  control  over  ports, 
require  background  checks  of  waterfront  workers,  and  provide  for  1,500  new  Customs 
agents. 

An  additional  challenge  for  the  Port  of  Boston  is  the  transport  of  liquified  natural  gas 
(LNG)  through  the  port  to  on-shore  tanks.  Risks  associated  with  current  LNG 
shipments  include  external  attack  on  the  vessel,  actions  of  the  crew,  and  external 
attack  on  the  on-shore  storage  tanks.  These  risks  will  only  increase  with  economic 
growth  and  the  increased  reliance  on  natural  gas  unless  alternative  delivery  methods 
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are  developed.  Unfortunately,  there  is  currently  a  confusing  set  of  responsibilities  at 
the  federal  and  state  levels  regarding  oversight  of  LNG  transport  safety. 

Since  September  11th,  Massport  has  moved  to  enhance  the  security  of  port  facilities.  It 
has  reviewed  conditions  at  all  of  its  maritime  properties,  improving  fencing  and 
tightening  access  control  where  needed.  Further,  it  has  been  in  continuous  dialogue 
with  the  USCG  on  security  matters  and  is  participating  on  the  Security  Subcommittee. 

The  success  of  the  Black  Falcon  Terminal  as  measured  by  significant  increases  in  cruise 
passengers  in  recent  years  mandates  greater  security  measures.  In  response  to 
heightened  security  levels  post  September  11th,  Massport  has  commenced  screening  of 
all  passengers  and  baggage. 


Recommendations:  Security 


1A.        Establish  a  best-in-class  security  program  at  all  Massport  facilities,  including 
a  special  Federal  airport  security  program  for  Logan. 

In  its  role  as  airport  operator  and  landlord,  Massport  must  proactively  establish  and 
effectively  implement  an  industry-leading  security  program  at  Logan  to  provide  a  safe 
and  secure  travel  environment.  The  Logan  Security  Program  should  be  based  upon 
the  following  principles: 

>  establishment  of  a  clear  chain  of  command  for  security  responsibilities; 

>  establishment  of  a  layered  security  system  with  multiple  redundancies  and 
the  integration  of  highly  trained  personnel  and  effective  technology;  and, 

>  continuous  review,  testing  and  audit  of  security  procedures  and  plans. 

The  federal  debate  on  aviation  security  that  led  to  the  enactment  of  the  Aviation  and 
Transportation  Security  Act  on  November  19,  2001  (See  Appendix  B)  focused  primarily 
on  the  federalization  of  passenger  and  baggage  screeners,  but  has  not  addressed  fully 
other  critical  components  of  aviation  security  that  would  allow  the  full 
implementation  of  the  above  principles.  The  Governor  should  recommend  to  the 
Federal  Government  that  Logan  be  designated  as  a  model  for  enhanced  airport 
security,  including: 

>  Developing  a  Memorandum  of  Understanding  between  the  new 
Transportation  Security  Administration  and  Massport  to  coordinate  all 
security  initiatives  under  Massport's  Director  of  Security,  and  to 
implement  fully  the  security  enhancements  contained  in  this  Report, 
including  unifying  the  chain  of  command  for  security  at  Logan. 
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>     Participating  as  one  of  the  airports  in  the  security-related  technology  and 
equipment  pilot  program  included  in  the  Act. 

Additionally,  the  Governor  should  work  with  the  governors  of  the  other  New  England 
states  and  their  designated  aviation  professionals  to  develop  a  coordinated  security 
plan  for  the  region's  airports.  Since  many  travelers  originate  at  airports  in  New 
England  but  use  Logan  Airport  to  connect  to  other  outbound  flights,  the  quality  of 
their  security  programs  is  relevant  to  Logan. 

In  the  interim,  Massport  must  view  Federal  security  regulations  as  the  minimum 
requirements.  It  should  immediately  establish  and  implement  higher  standards  at 
Logan  in  all  areas  of  security,  particularly  regarding  the  screening  of  checked  baggage. 
The  new  Director  of  Security  must  be  relentless  in  invoking  Massport's  rights  as 
owner/landlord  to  ensure  the  security  of  passengers  using  Logan  Airport.  Massport 
must  also  implement  the  security  improvements,  as  applicable,  to  Hanscom  and 
Worcester. 

The  additional  recommendations  that  follow  provide  specific  components  of  an 
enhanced  Logan  security  program.  Certain  items  may  require  time  to  implement  due 
to  limited  supplies  (e.g.,  the  limited  number  of  trained  airport  inspection  dogs).  Other 
recommendations  will  require  significant  expenditures.  Massport  should  actively  seek 
federal  funding  where  available,  but  it  must  also  be  willing  to  use  or  redirect  its  own 
financial  resources  to  fund  the  most  critical  of  these  initiatives. 

Similarly,  for  its  maritime  properties,  Massport  must  establish  a  Maritime  Security 
Program  to  enhance  security  of  its  cargo  and  cruise  terminals.  The  program  must 
provide  the  resources  necessary  to  secure  Massport's  maritime  facilities  and  to 
proactively  work  with  the  U.S.  Coast  Guard  (USCG)  and  others  to  enhance  security  of 
the  Port  of  Boston.  Massport  must  also  work  with  the  USCG  to  promote  the  waterside 
security  of  the  Tobin  Bridge.  Here  again,  because  of  the  lack  of  unified  management  of 
port  security,  Massport  must  do  more  to  address  maritime  security  issues,  proactively 
invoking  its  rights  as  landlord. 

The  costs  of  these  security  enhancements,  particularly  for  Logan  Airport,  will  be 
significant.  Although  Massport  has  already  authorized  $20  million  for  additional 
security  enhancements,  the  recommendations  described  in  this  section  would  likely 
increase  annual  costs  at  Logan  by  $60  million  to  as  much  as  $80  million. 
Approximately  40%  of  this  amount  is  attributable  to  the  implementation  of  "living 
wages"  for  all  airport  personnel  with  security  access5,  and  would  be  paid  directly  by 
the  airlines,  contractors  and  others  employers  of  these  workers.  Other  significant  costs 
include  capital  investment  in  the  terminals  to  provide  screening  of  checked  baggage 
and  the  hiring  of  additional  law  enforcement  personnel  (60  to  80  additional  State 


5  See  previous  discussion  of  San  Francisco's  experience  in  implementing  a  living  wage  for  all  staff 
employed  in  security  related  functions. 
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Police  officers).  A  portion  of  the  security  related  capital  improvements  might  be 
funded  by  federal  grants. 


IB.         Establish  an  effective  management  structure  for  security  at  Massport 
facilities. 

Massport  has  begun  an  extensive  search  to  hire  a  Director  of  Security  with  experience 
in  law  enforcement  and  security  and  with  superior  management  skills.  Until  the 
position  is  filled,  the  Board  should  appoint  (with  the  advice  of  Colonel  DiFava)  a  high- 
ranking  State  Police  officer  to  assume  the  role. 

>  The  Director  of  Security  position  should  be  tenured  (5  years)  and  would  report 
directly  to  the  CEO/CEO. 

>  The  Director  of  Security  would  be  directly  responsible  for  leading  security  efforts 
at  the  Airports  (Logan,  Hanscom  and  Worcester),  the  Port  and  other  Massport 
facilities.  Safety  responsibilities,  such  as  aircraft  rescue  and  firefighting  at  Logan, 
should  be  transferred  to  a  separate  position,  the  Director  of  Public  Safety.  Security 
and  safety  are  separate  and  significant  responsibilities  that  each  requires  specific 
management  resources.  Effective  communication  between  security  and  public 
safety  is  essential  to  ensure  coordinated  action  in  the  event  of  an  emergency. 

>  The  Director  of  Security  would  deploy  law  enforcement  officers  and  airport  staff  in 
coordination  with  federal  agencies  and  others.  The  Director  of  Security  would 
chair  the  Logan  Security  Committee,  which  would  also  include  the  Federal 
Security  Manager  overseeing  passenger  and  baggage  screening,  other 
representatives  for  the  Transportation  Security  Administration,  the  FAA  and  other 
federal  officials  involved  in  airport  security,  the  Director  of  Aviation,  airline 
representatives,  and  other  relevant  parties  to  review  security  procedures  and 
issues  at  Logan  on  a  continuous  basis. 

>  Massport  should  also  commence  a  search  process  to  hire  an  "Assistant  Director  of 
Security  -  Airports".  The  Assistant  Director  should  have  significant  experience  in 
aviation  security  as  well  as  strong  management  skills,  and  would  report  to  the 
Director  of  Security.    He  would  establish  a  system  of  regular  communication  with 
the  Director  of  Aviation. 

>  At  the  Port,  the  Director  of  Security  and  the  "Assistant  Director  of  Security  - 
Maritime"  (a  new  position  reporting  to  the  Director  of  Security)  would  deploy 
personnel  to  secure  Massport' s  maritime  properties,  coordinate  resources  to 
provide  waterside  security  of  cruise  ships  at  the  Black  Falcon  Terminal  and 
proactively  work  with  the  USCG  to  enhance  security  for  the  Port  of  Boston. 

>  As  soon  as  practicable,  the  Governor  should  appoint  a  member  to  the  Board  with 
specific  expertise  in  security  and  counter  terrorism. 
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1C.         In  asserting  its  rights  as  a  landlord  and  its  responsibilities  for  the  security  of 
passengers  using  its  facilities,  Massport  must  develop  procedures  to  ensure  effective 
screening  of  passengers  and  baggage  and  must  go  well  beyond  federal  requirements  to 
restore  the  traveling  public's  faith  in  Logan. 

The  Director  of  Security  should  exercise  Massport's  rights  as  landlord  to  establish  the 
following  security  enhancements  (and  monitor  their  effectiveness)  at  screening 
checkpoints  and  throughout  the  terminals: 

>  Continue  to  deploy  uniformed  and  undercover  law  enforcement  officers  in  each 
terminal  to  monitor  passenger  activity  in  the  terminal,  randomly  screen  passengers 
and  identify  unusual  behavior.  Thorough  and  ongoing  monitoring  of  passenger 
behavior  is  one  of  the  most  effective  security  enhancement  procedures. 

>  Continue  to  ensure  that  law  enforcement  officer  staffing  plans  and  procedures 
fully  support  passenger  screeners  at  each  checkpoint. 

>  Continue  to  allow  only  ticketed  passengers  beyond  security  checkpoints,  even  if 
current  FAA  regulations  implemented  post-September  11th  are  relaxed  in  the 
future  to  allow  non-ticketed  passengers  through  the  checkpoints. 

>  Establish  limits  for  carry-on  luggage  at  Logan  that  are  consistent  with  or  exceed 
FAA  mandates  (currently  one  bag  plus  one  personal  item)  in  order  to  limit  the 
workload  of  screeners. 

>  Expedite  the  use  of  Threat  Image  Projection  (TIP)  technology  on  all  x-ray 
machines. 

>  Require  continuous  use  of  Explosive  Trace  Detection  (ETD)  devices  at  all 
checkpoints. 

>  Finish  installing  and  continuously  monitor  video  cameras  at  all  security 
checkpoints. 

>  Set  performance  standards  and  regularly  audit  and  test  passenger  screeners. 

>  Work  with  the  airlines  to  ensure  that  ticket  counter  personnel  are  fully  trained  in 
security  procedures,  as  they  are  part  of  the  first  line  of  defense. 

>  Require  airlines  to  continue  to  request  and  inspect  boarding  passes  at  aircraft  gates 
and  upon  entrance  to  the  aircraft.  Work  with  the  airlines  to  develop  procedures  to 
ensure  that  only  passengers  with  valid  boarding  passes  are  allowed  on  aircraft. 
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^     In  addition  to  facial  recognition  technology  to  identify  potential  passengers  on 
security  watch  lists,  consider  additional  investments  in  biometric  systems  to 
enhance  security. 

^  Require  24  hour  staffing  of  checkpoints  to  maintain  the  integrity  of  secured  areas. 
Alternatively,  close  down  checkpoints  during  prolonged  periods  of  inactivity  and 
install  intrusion  detection  equipment  to  monitor  these  areas. 

>  Consider  restrictions  on  stores  and  restaurants  in  secure  areas  of  the  terminal  to 
reduce  the  screening  of  employees  and  goods. 

For  checked  baggage: 

>  Expedite  requirement  for  100%  passenger-baggage  match  for  all  airlines  operating 
at  Logan.  Explore  the  use  of  radio  frequency  identification  tag  technology  for  all 
checked  baggage. 

>  Expedite  the  requirement  for  100%  Explosive  Device  Screening  (EDS)  of  all 
checked  baggage  consistent  with  the  Federal  legislation. 

>  Expedite  the  use  of  Threat  Image  Projection  (TIP)  technology  on  all  EDS  machines. 

-     Require  airlines  to  check-in  all  passengers  at  ticket  counters  to  ensure  fullest  use  of 
Computer  Assisted  Passenger  Prescreening  System  (CAPPS). 

>  Set  performance  standards  for  screeners  of  checked  baggage. 

>  Use  airport  funds  to  purchase  security  equipment  and  proven  technology  on  an 
expedited  basis  if  the  procurement  plans  of  the  federal  government  do  not  meet 
airport  requirements.  The  cost  of  the  equipment,  net  of  grants,  would  be  recovered 
from  the  users  of  the  equipment. 


r 


Identify  design  modifications  necessary  to  accommodate  screening  equipment  and 
new  technology  in  Terminal  E  during  the  expansion  and  modernization  currently 
underway.    For  example,  an  integrated  Checked  Baggage  Inspection  System 
(CBIS),  a  multi-stage  system  that  ensures  technological  (x-ray  and  explosive 
detection  system)  or  physical  inspection  of  every  outbound  checked  bag  should  be 
installed  in  all  Logan  terminals. 

Expedite  the  installation  of  CBIS  in  the  other  4  terminals  at  Logan.  In  particular, 
CBIS  must  be  included  in  plans  for  the  new  Terminal  A  now  under  design  by  Delta 
Air  Lines. 

Require  100%  EDS  screening  for  all  cargo  and  mail  on  passenger  flights  from 
Logan. 
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For  connecting  passengers: 

>     To  ensure  that  connecting  passengers  connecting  from  other  airports  do  not 

undermine  security  measures  at  Logan,  Massport  must  work  with  other  airports  in 
the  New  England  to  coordinate  security  procedures.  Connecting  passengers  (and 
their  baggage)  from  airports  that  have  not  fully  met  the  standards  established  by 
Massport  for  Logan  should  be  re-screened  upon  arrival  at  Logan. 


ID.  The  Commonwealth  must  immediately  open  negotiations  with  the  State  Police 
union  regarding  the  staffing  of  Troop  F  at  Logan. 

To  meet  the  more  urgent  demands  of  airport  security  post  September  11th,  Troop  F 
must  be  drawn  from  the  entire  rank  and  file  of  the  state  police,  including  other 
specialized  units.  Under  this  configuration,  Troop  F  would  become  a  specialized  unit 
and  would  develop  expertise  in  tactical  weapons  and  operations  specifically  related  to 
airport  security  in  the  post  September  11th  world.  The  unit  would  be  akin  to  other 
State  Police  specialized  units  such  as  the  Tactical  Operations  Division.  To  accomplish 
this,  the  State  Police's  collective  bargaining  agreement  must  be  renegotiated  so  that  the 
unit  is  not  subject  to  ordinary  bidding  rights. 


IE.         Establish  a  Special  Security  Zone  around  Massport's  Airport  and  Port 
Properties,  and  ensure  the  integrity  and  effectiveness  of  access  controls  into  and 
within  the  zone. 

>  Require  100%  screening  of  all  employees  and  items  (such  as  catering  services) 
accessing  the  secure  areas  of  the  airport,  including  cargo  terminals  consistent  with 
federal  legislation. 

>  Deploy  law  enforcement  officers  to  monitor  airfield  access  and  secure  area  points 
of  entry  for  employees  and  vehicles. 

>  Install  and  monitor  video  cameras  at  all  airfield  access  and  secure  area 
checkpoints.  Also,  install  and  monitor  video  cameras  at  all  aircraft  boarding  areas. 

>  Replace  all  key  locks,  access  code  and  badge  swipe  doors  with  proven  biometric 
technology  to  enhance  security  and  prevent  "passbacks"  (the  practice  of  using  one 
card  to  allow  multiple  persons  to  enter). 

>  Strictly  enforce  penalties  (including  loss  of  secure  area  access  rights)  and  fines 
against  individuals  and  companies  that  fail  to  comply  with  access  control 
requirements  (See  the  sixth  point  in  Recommendation  1H  which  follows). 
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>  Provide  24-hour  patrolling /monitoring  the  airport  waterfront's  to  prevent 
unauthorized  access  to  the  airfield.  Invest  in  video  monitoring,  motion  detection 
and  other  technology  systems  to  enhance  perimeter  control. 

>  Petition  the  Legislature  to  prohibit  fishing,  shell-fishing,  hunting,  boating, 
swimming,  underwater  and  all  other  activities  not  expressly  permitted  by 
Massport  within  500  feet  of  the  airport  and  port's  property  boundary. 

>  Implement  security  procedures  for  public  space  in  the  passenger  terminals, 
particularly  the  areas  where  passengers  queue  at  security  checkpoints  and  where 
meeters  and  greeters  await  arriving  passengers.  Hundreds  of  people  can 
congregate  in  these  areas  and  their  security  and  safety  must  be  ensured. 

>  Continue  the  random  inspection  of  vehicles  entering  Logan  Airport. 

>  Continue  regular  K-9  patrols  of  all  passenger  terminals  and  the  parking  garages. 

>  Review  procedures  and  take  actions  as  necessary  to  ensure  the  security  of  the  fuel 
storage  system  at  Logan. 

>  Evaluate  opportunities  to  make  structural  enhancements  to  and  /or  hardening  of 
the  landside  exterior  of  all  terminal  buildings  to  provide  appropriate  mitigation  of 
a  potential  blast  threat. 

>  Petition  the  Legislature  to  establish  a  "911"  zone  for  Logan  Airport  so  that  all  911 
telephone  calls  emanating  from  airport  are  directed  to  Massport  Security  and 
Public  Safety.  Currently  some  of  these  calls  are  routed  to  Boston,  causing  delayed 
response  times. 


IF.         Ensure  the  integrity  of  airport  identification  badges. 

Approximately  12,000  employees  and  contractors  are  issued  security  identification 
badges. 

>  Establish  industry-leading,  background  investigation  requirements  of  screeners 
and  all  employees  with  access  to  secure  areas  of  the  airport,  including  an 
automated  profiling  system,  employment  verification  and  criminal  history  reviews 
as  well  as  initial  and  ongoing  credit  checks  and  drug  tests. 

>  Require  all  investigation  checks  to  be  performed  by  the  airport  (with  costs 
recovered  from  the  employer)  rather  than  allowing  private  company  certification 
of  checks. 

>  Develop  and  implement  badge  designs  to  maximize  integrity  of  the  badging 
system  (e.g.,  holograms  on  badges). 
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>  Ensure  that  audit  standards  are  effective  and  audit  the  number  of  active  airport 
IDs  annually. 

>  Require  that  all  airlines  and  other  tenants  notify  the  airport  immediately  when  an 
employee  no  longer  requires  access  to  secure  areas,  with  fines  and  other  penalties 
for  failure  to  do  so. 

>  Continue  to  refuse  to  issue  new  badges  until  old  ones  are  turned  in  and  use  local 
sheriff's  offices  to  retrieve  badges  from  former  employees. 

>  Advocate  the  development  of  a  national  badging  system  meeting  the  above 
standards  to  ensure  uniformity  of  badges  for  airline  crews. 


1G.        Establish  industry  leading  hiring  and  training  procedures  for  all  employees  at 
Logan  involved  in  security. 

>  Establish  living  wages,  benefits,  training  and  hiring  standards  for  all  employees  at 
Logan  involved  in  airport  security  (similar  to  the  Quality  Services  Program  at  San 
Francisco  International  Airport).    This  standard  should  apply,  at  a  minimum,  to  all 
12,000  employees  with  airport  security  badges. 

>  Develop  an  industry  leading,  comprehensive,  on-going,  training  program  for  all 
airport,  airline  and  other  employees  that  educates  them  about  the  important  role 
they  play  in  protecting  passengers,  fosters  pride  in  the  job  and  instills  the 
understanding  that  security  is  their  first  responsibility. 

>  Actively  participate  in  federal  government  and  industry  forums  on  aviation 
security. 

Employee  sabotage  is  almost  impossible  to  prevent.      The  best  defense  is  thorough 
background  checks  at  the  time  of  hire  and  at  each  job  rotation  as  well  as  ongoing, 
random,  drug  and  credit  checks. 


1H.        Proactively  Monitor  and  Enforce  the  Logan  Security  Program. 

>  Constantly  test  all  aspects  of  security  at  Logan  and  continue  the  "Zero  Tolerance' 
policy  implemented  by  Colonel  DiFava. 

>  Produce  a  monthly  CEO  "Sunshine  Report"  of  security  events  including: 
violations  by  airlines  and  other  responsible  parties,  status  of  security  initiatives 
undertaken  (with  appropriate  sensitivity)  and  results  of  periodic  surveys  of 
passengers  regarding  their  perception  of  security. 
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>  Continue  to  assess  threats  from  bio-terrorism  and  nuclear  attack  and  establish 
effective  prevention  and  response  plans. 

>  Periodically  hire  security  and  anti-terrorism  consultants  to  provide  an  independent 
assessment  of  the  Logan  Security  Program  and  to  make  recommendations  for 
continued  enhancements. 

>  Expand  tests  and  audits  of  airport  security  regulations  and  procedures. 

>  Obtain  the  power  to  impose  penalties  of  up  to  $25,000  per  violation  and  to  seek, 
through  the  office  of  the  Attorney  General  of  the  Commonwealth,  criminal 
penalties  for  violation  of  its  regulations.  Massport  should  also  measure  the 
effectiveness  of  these  penalties  as  a  deterrent.  Legislation  will  be  required  to  raise 
the  existing  $2,000  cap  on  penalties  contained  in  Section  3(a)  of  Massport' s 
Enabling  Act. 

>  For  security  reasons,  any  streets  currently  under  the  City  of  Boston's  jurisdiction6 
that  fall  within  the  boundaries  of  the  airport  should,  at  a  minimum,  be 
discontinued  as  public  thoroughfares.  Ideally,  title  should  be  transferred  to 
Massport. 


II.  Massport  must  proactively  work  with  the  USCG  and  others  involved  in  Port 

operations  to  enhance  security. 

Massport  must  enhance  the  security  of  its  maritime  properties  and  work  with  the 
USCG  to  promote  the  security  of  the  Port  through  these  actions: 

>  Conduct  a  Vulnerability  and  Threat  Assessment  for  the  Port  of  Boston.  Federal 
funding  has  not  been  available  for  the  USCG  to  conduct  an  assessment  of  most 
ports.  The  Commonwealth  of  Massachusetts  and  Massport  should  jointly  fund  a 
threat  assessment  to  be  conducted  in  coordination  with  the  USCG  and  other 
federal  agencies  to  identify  security  risks  and  develop  response  plans. 

>  Continue  to  work  with  the  USCG  on  the  Harbor  Security  Subcommittee  in 
developing  seaport  security  plans  and  promoting  shared  information  among  the 
various  parties  involved  in  maritime  security. 

>  Install  additional  video  cameras  at  its  maritime  facilities  to  increase  surveillance. 


Portions  of  several  City  of  Boston  streets  lie  exclusively  within  the  boundaries  of  Logan  Airport.  The 
City  of  Boston  is  responsible  for  public  safety,  traffic  and  utilities  in  the  streets.  For  example,  for  several 
hundred  feet,  Prescott  Street,  a  public  way  of  the  City,  runs  from  Frankfort  Street  into  the  north  service 
area  of  Logan  Airport  adjacent  to  the  new  jet  fuel  storage  facility. 
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>  Continue  recently  enacted  federal  requirements  that  require  screening  of  all 
passengers  and  baggage  boarding  cruise  ships.  Also,  provide  regular  waterside 
patrolling  of  ships  docked  at  the  Black  Falcon  Terminal. 

>  Enhance  State  Police  resources  within  Troop  F  for  the  Port  Department.    Retain 
additional  divers  dedicated  to  the  Marine  Unit  to  meet  enhanced  security 
requirements. 

>  Implement  an  employee  badging  and  background  check  program  for  all 
employees  involved  in  maritime  operations.  This  may  require  negotiations  with 
the  Longshoremen's  union,  which  should  be  undertaken  as  soon  as  possible. 

>  Develop  and  enter  into  a  memorandum  of  understanding  (MOU)  with  U.S. 
Customs  to  increase  the  inspection  of  imports  in  the  Port  of  Boston.  Under  an 
MOU,  Massport  would  provide  staff  to  supplement  Customs  staff  in  the  x-raying 
and  inspection  of  incoming  containers.  Further,  it  should  consider  investing  in  x- 
ray  machines  if  needed  to  supplement  U.S.  customs  inspections.  Such  inspections 
would  be  conducted  on  all  cargo  meeting  certain  risk  characteristics,  but  should 
also  be  conducted  on  a  random  basis  for  other  containers. 

>  Much  attention  has  been  focused  on  security  and  safety  concerns  related  to  the 
transport  of  Liquified  Natural  Gas  (LNG)  tankers  through  the  Port  of  Boston  to  the 
Everett  terminal.  Although  Massport  currently  has  no  direct  involvement  in  these 
operations  or  facilities,  the  LNG  transport  passes  near  Logan  Airport,  the  Tobin 
Bridge  and  several  Massport  maritime  facilities.  The  Governor  should  take  action 
to  resolve  the  lack  of  unity  of  command  currently  existing  at  the  federal  level  over 
the  movement  of  LNG  tankers  and  identify  more  appropriate  long-term  solutions 
for  the  delivery  of  LNG  to  Massachusetts.  In  the  interim,  Massport,  with  the 
Governor's  assistance,  should  actively  work  with  the  USCG,  the  City  of  Boston  and 
other  parties  to  seek  increased  security  for  LNG  tankers  moving  through  the  Port 
of  Boston.  Since  there  is  no  single  authority  overseeing  this  issue,  leadership  at  the 
state  level  is  required  to  assure  that  it  is  addressed. 

>  Continue  to  work  with  the  USCG  to  ensure  waterside  security  of  the  Tobin  Bridge. 

>  Continue  assessing  the  threat  of  bio-terrorism  and  nuclear  attack  at  the  Port  and 
establish  effective  prevention  and  response  plans. 
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Findings  of  the  Task  Force:  Patronage 

2.    Patronage,  in  all  its  forms,  not  just  hiring  "connected"  people,  is  a 
disturbing  way  of  life  at  Massport.  It  erodes  public  confidence  in  the 
Authority  's  professionalism.  It  is  resented  by  Massport's  professional  staff, 
which  feels  powerless  to  stop  it,  and  it  has  exacted  a  heavy  price  in  time, 
money,  organizational  prestige  and  the  retention  of  talented  employees. 


Patronage  at  Massport  is  a  four-headed  monster: 

>  First,  it  takes  the  form  of  hiring  individuals  who,  lacking  the  best  qualifications  for 
the  job  in  question,  are  hired  anyway  because  they  are  recommended  by  outside 
parties  with  the  political  stature  to  impact  Massport's  agenda,  for  better  or  worse. 

>  Second,  even  more  egregious  are  examples  where  the  applicant's  skill  set  did  not 
match  an  existing  position,  so  a  brand  new  position  was  created  to  accommodate 
the  applicant. 

>  Third,  patronage  extends  beyond  individual  hires  to  recommendations  of  specific 
companies  with  which  to  do  business,  or  specific  development  projects  that  are 
recommended  for  funding  or  other  forms  of  assistance. 

>  Finally,  patronage  comes  in  the  guise  of  recommended  financial  contributions  to 
local  causes  that  are  important  to  powerful  outside  parties  or  can  buy  Massport  the 
community  goodwill  to  do  what  is  necessary  to  run  its  facilities  safely  and 
efficiently. 

Hanging  over  all  of  these  appointments  or  contributions  is  a  perceived  threat  that  non- 
compliance may  cost  the  Authority  in  the  successful  pursuit  of  its  goals  and  objectives. 

No  one  faults  an  elected  or  appointed  official  for  trying  to  help  constituents  seeking 
employment.  In  some  circumstances,  the  recommendation  of  qualified  applicants  is  a 
benefit  to  the  Authority.  In  addition,  we  recognize  that  as  a  public  agency  providing 
essential  transportation  services,  Massport  operates  in  a  political  environment. 
However,  it  must  be  acknowledged  that  political  pressure  is  not  always  exerted  for  the 
benefit  of  the  best-qualified  candidate  or  for  the  public  good.  This  is  where  leadership 
-  the  courage  to  "just  say  no"-  is  so  greatly  needed.  While  difficult  to  quantify, 
whether  patronage  fills  10%  of  all  positions  or  30%,  as  has  been  suggested  by  some 
current  and  former  employees,  it  is  far  too  pervasive. 

The  blame  for  patronage  not  only  rests  with  the  leadership  of  Massport;  it  rests  equally 
with  other  political  entities,  including  the  Executive  and  Legislative  branches  of 
government,  among  others,  which,  without  regard  for  technical  and  professional 
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qualifications  or  fairness,  have  frequently  used  this  public  agency  as  a  vehicle  for 
political  reward. 

Patronage  has  had  a  long-term,  debilitating  impact  on  the  Authority.  In  the  public 
sector,  incentive  (bonus)  compensation  is  not  available  to  recognize  performance. 
Promotion,  with  its  prospect  of  higher  pay  and  greater  responsibility,  is  the  primary 
way  to  reward  talented  staff.    Beyond  promotion  and  increased  responsibility,  public 
sector  employees  are  highly  motivated  by  serving  the  public  interest.    Thus,  the 
excellence  of  the  organization  in  meeting  this  mission  provides  important  "psychic 
rewards".    When  options  for  advancement  are  removed  by  filling  senior  positions 
with  connected,  outside  hires,  morale  suffers  and  the  organization  loses  good  people. 
In  addition,  unqualified,  or  less  qualified,  people  cannot  provide  the  proper  training 
and  support  to  subordinates.  This  retards  staff  development,  adversely  affects  morale 
and  impacts  the  ultimate  work  product.  There  is  no  question  that  the  Authority  has 
had  difficulty  retaining  talent  hired  from  other  airports  or  authorities  outside 
Massachusetts,  where  the  culture  in  this  regard  is  markedly  different.  Indeed,  it  has 
become  difficult  for  the  Authority  even  to  attract  such  hires. 

All  of  this  has  been  extensively  reported  in  the  press.  The  Task  Force  has  found  that 
patronage  hires  are  present  up  and  down  the  organizational  chart  at  Massport.  No 
unit,  level  or  position  is  immune  from  its  influence. 

Beyond  certain  hires,  another  form  of  patronage  can  be  seen  in  the  level  of  donations 
Massport  makes  to  various  local  charities  and  programs.  In  FY2002,  the  Board 
approved  an  operating  budget  containing  $1.4  million  for  scholarships,  contributions, 
civic  activities,  a  school  program  and  a  summer  program  for  children.  This  represents 
nearly  4%  of  FY2001  operating  income  0.43%  of  FY  2001  operating  revenue  and  0.6% 
of  the  FY2002  operating  budget.  Massport  has  spent  or  will  spend  millions  more  on 
"mitigation"  efforts  including: 

>  $17  million  for  the  Piers  Park  in  East  Boston7 

>  $15  million  for  airport  buffer  zones  located  in  various  local  communities  (under 
negotiation).  These  create  physical  distance  between  the  closest  areas  in  the  local 
communities  and  Massport  properties,  such  as  runways. 

>  $4  million  in  connection  with  removing  a  blast  fence  that  was  a  safety  hazard  at  the 
end  of  a  runway  (under  negotiation) 

It  is  important  to  understand  that  Massport's  ability  to  make  any  contributions  exists 
only  because  of  specific  federal  "grandfathering"  legislation  (See  Side  box  on  the 
following  page).  While  Massport  has  been  given  the  right  to  divert  revenue,  it  arguably 
has  gone  well  beyond  the  spirit  of  what  revenue  diversion  was  intended  to  allow  -  the 
subsidization  of  its  money  losing  enterprises  and  appropriate  compensation  to  host 
communities  for  the  value  of  the  services  they  provide.    It  can  be  argued  that  the 


7  Massport's  funding  of  the  Piers  Park,  is  meant  to  compensate  the  East  Boston  community  for  the  taking 
of  Wood  Island  Park. 
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payment  of  millions  of  dollars  to  local  communities  for  wide  ranging  charitable 
endeavors  is  an  abuse  of  the  grandfathering  privilege. 

By  their  nature,  many  of  Massport's  activities  create  noise  and  pollution.  Therefore,  it 
must  work  doubly  hard  to  be  a  caring  and  responsible  neighbor.  Supporting 
community  projects  and  initiatives  to  a  fair  and  reasonable  degree  is  not  only  laudable; 
it  makes  good  sense.  But  there  must  be  limits  to  Massport's  generosity. 

Federal  Grandfathering  and  the  Ability 
to  "Divert"  Revenues  at  Massport 

The  Airport  and  Airway  Improvement  Act  of  1982  (AAIA)  requires  that  all  revenues  generated  at  a  public 
airport  be  expended  for  the  capital  and  operating  costs  of  the  airport,  the  local  airport  system,  or  other  local 
facilities  owned  and  operated  by  the  airport  that  are  substantially  related  to  the  actual  air  transport  of 
passengers  and  property.  There  are  certain  limited  exceptions  to  the  AAIA,  specifically  the  "grandfather 
provision"  which  permits  airport  owners  to  "legally  divert"  airport  revenue  if  pre- 1982  debt  covenants  or 
governing  statutes  provided  for  the  use  of  airport  revenues  to  support  general  debt  obligations,  or  subsidize 
other  owned  facilities.  Massport  and  the  Port  Authority  of  NY&  NJ,  as  multi-purpose  port  authorities,  and  a 
small  number  of  other  airports  (including  San  Francisco  and  St.  Louis)  are  permitted  by  federal  law  to  use 
airport  revenues  for  "non-airport"  purposes. 

Thus.  Massport  is  permitted  to  "divert"  revenue  from  Logan  Airport  and  subsidize  the  seaport  and  the  bridge, 
which  lose  money.  Massport  also  uses  airport  revenues  to  pay  PILOTs  to  Boston,  Chelsea  and  Winthrop  and 
to  support  community  activities  and  facilities. 

The  FAA  is  very  strict  about  what  it  deems  "revenue  diversion"  to  be.  At  non-grandfathered  airports,  for 
example,  sponsorships  of  golf  outings,  trade  shows  and  scholarship  banquets  have  been  deemed  by  the  FAA  to 
be  revenue  diversion.  If  an  airport  makes  PILOT  payments  to  a  local  community,  the  FAA  expects  it  to 
receive  commensurate  services  for  the  payments.  In  the  same  vein,  the  FAA  found  an  airport  non-compliant 
because  it  used  airport  revenue  to  compensate  a  neighboring  city  for  property  tax  revenues  lost  by  the  city 
upon  the  airport's  acquisition  of  land  for  its  expansion  program.  One  penalty  for  illegally  diverting  revenues 
is  the  loss  of  grants,  which  can  run  in  the  millions  of  dollars. 

However,  since  1994.  the  FAA  does  further  proscribe  that  if  the  amount  of  revenues  legally  diverted  at 
"grandfathered"  airports  grows  at  a  rate  exceeding  inflation,  such  airports  will  receive  fewer  federal  airport 
discretionary  grants. 

Post  September  1 1th,  Congress  has  shown  increased  interest  in  the  diversion  of  airport  funds  for  non-airport 
purposes  and  its  relation  to  financial  resources  available  for  airport  security. 


In  an  odd  way,  the  Authority  is  proud  of  how  it  has  coped  with  patronage.  Paying  for 
problems  to  go  away  by  accommodating  high  level  hires  on  the  payroll,  by  creating 
special  positions  in  the  organization,  or  spending  $1.4  million  to  fund  the  preferred 
charities  of  influential  people  seems  to  be  an  acceptable  compromise  in  the  short  run  to 
win  consensus  for  unpopular,  but  necessary  initiatives.  However,  once  this  is  perceived 
as  the  way  to  do  business  with  the  Authority,  the  price  of  buying  that  consensus  will  get 
higher  and  higher. 

Indeed,  in  spite  of  all  of  its  financial  payments,  charitable  or  otherwise,  Massport  is 
routinely  vilified  in  the  press  by  the  recipients  of  its  largesse  for  creating  "noise,  soot 
and  traffic",  or,  more  recently,  for  having  the  temerity,  in  its  significantly  reduced 
budget,  to  favor  the  funding  of  projects  that  impact  passenger  safety  instead  of 
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community  programs.  Massport  is  given  no  credit  for  running  an  essential  service 
that  creates  jobs  and  contributes  significant  economic  benefits  to  Boston,  the 
Commonwealth  and  the  economy  of  New  England. 

In  the  post  September  11th  world,  patronage  cannot  be  tolerated  as  the  most  expedient 
means  to  an  end.  The  threats  America  faces  demand  that  organizations  responsible  for 
the  safety  and  security  of  the  public  be  staffed  with  the  highest  qualified  professionals. 
Dealing  with  patronage  requests  diverts  the  attention  of  senior  management  from 
more  critical  tasks.  It  diverts  funding  from  more  critical  pursuits.  It  fosters  conflicts  of 
interest  that  impede  the  public  interest.  It  is  a  misuse  of  scarce  resources.  It  is  a  gross 
abuse  of  the  public  trust.  Massport  cannot  afford  to  pay  the  high  price  of  patronage 
any  more. 


Recommendations:  Patronage 


2A.    Patronage  in  all  forms  and  at  all  levels  is  unacceptable  and  must  be  confronted 
aggressively  with  strong  leadership,  public  accountability  and  stringent  hiring 
practices. 

>  The  Massport  Board  and  the  CEO  must  provide  the  kind  of  leadership  that 
supports  the  recruitment  and  employment  of  the  best-qualified,  best-trained 
professionals  to  lead,  manage  and  carry  out  the  public's  business  at  Massport.  The 
Chairman,  the  entire  Board  of  Directors,  and  the  CEO/CEO  must  know  they  can 
rely  on  the  firm  support  of  the  Governor  and  Legislature  in  resisting  patronage. 

>  A  CEO  hired  on  a  contract  basis  is  less  likely  to  be  beholden  to  the  political 
appointment  process.    If  the  Chairman  and  the  CEO  are  selected  for  their 
experience  and  skills,  and  not  their  political  contacts  and  roots,  they  will  likely  be 
better  equipped  to  handle  patronage  requests  appropriately. 

>  The  Board  and  the  CEO  must  be  held  responsible  for  establishing  practices  that 
support  professional  competence  at  all  levels.  The  Board,  in  concert  with  the  CEO 
and  the  Director  of  Human  Resources,  must  adopt  and  make  public  the 
recruitment  process  of  new  hires.  This  process  will  list  the  minimum  qualifications 
sought,  and  outline  the  performance  standards  against  which  the  candidate,  if 
hired,  will  be  appraised.    Candidate  referrals  from  current  office  holders  will  then 
be  evaluated  against  a  strict  standard  of  qualifications,  and  against  other 
applicants  in  the  candidate  pool.  While  some  political  referrals  will,  no  doubt,  be 
qualified,  they  should  be  able  to  compete  on  professional  merits  after  the  initial 
referral.    Upholding  this  process  may  require  overt,  public  resistance  to  the 
placement  of  unqualified  candidates,  anywhere  in  the  organization,  for  any  reason. 

>  The  Board  should  direct  the  CEO  to  undertake  immediately  a  comprehensive 
review  of  existing  job  descriptions  and  establish  minimum  qualifications.  This  has 
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already  been  done  to  some  degree  at  the  senior  management  and  executive  levels. 
It  needs  to  be  completed  there  and  carried  through  to  all  positions  in  the 
organization.  This  process  should  encompass  non-union  and  union  positions. 
Incumbents  who  do  not  meet  these  minimum  qualifications  must  engage  in  a  plan 
of  corrective  action  to  assure  compliance  within  one  year,  or  face  dismissal.    To 
demonstrate  its  commitment  to  quality  and  professionalism,  the  Board  should 
insist  on  comprehensive  annual  appraisals  of  all  employees. 

The  Board  should  designate  certain  jobs  critical  to  security,  technical  operations 
and  the  safety  of  the  traveling  public  as  "life  safety  positions".  These  positions 
must  be  staffed  with  professional  of  the  highest  caliber,  utilizing  corporate  practices 
such  as  screening  committees  and/or  selection  panels  with  external  experts. 

The  CEO  should  make  available  at  each  monthly  Board  meeting  a  "Sunshine 
Report"  listing  all  requests  to  the  Board  and  staff  from  any  outside  party  covering 
the  following:  employee  hiring,  third  party  contracts,  facility /property  usage,  and 
charitable  giving. 


2B.  Charitable  giving  should  be  reasonable  in  amount  and  geared  towards  local 
charities  related  to  the  aviation  and  maritime  activities  of  Massport.  Similarly, 
mitigation  payments  should  have  some  basis  in  environmental  fact. 

>  Massport  should  set  a  budget  for  charitable  giving  that  is  a  fixed  percentage  of  its 
net  operating  revenues8.  Translating  the  Corporate  "Gold  Standard"  of  V/i%  (of 
pre-tax  earnings)  into  municipal  accounting  parlance,  and  adjusting  the  percentage 
upwards  to  2%  to  account  for  the  greater  environmental  impact  of  Massport' s 
activities,  this  would  have  provided  $517,000  for  charitable  giving  in  FY  2001. 
Programs  wishing  to  obtain  Massport  funding  would  submit  a  proposal  and 
compete  in  a  pool  of  applicants.  The  Community  Outreach  Committee  of  the 
Board  with  the  assistance  of  appropriate  staff  and  input  from  an  advisory  board  of 
not-for-profit  CEOs  based  in  the  communities  affected  by  Massport' s  operations, 
would  administer  this  budget.  The  job  of  the  advisory  board  would  be  to  field 
requests  for  charitable  giving  in  a  fair  and  open  manner  and  present 
recommendations  to  the  Committee  during  the  budget  process.  The  charities 
chosen  for  support  should  be  based  in  the  surrounding  communities  and  have 
some  tangible  connection  to  airport  and  port  activities. 

>  Massport  should  establish  strict  criteria  for  the  amount  of  funding  that  will  be 
directed  towards  local  communities  in  the  form  of  the  so  called  "mitigation 
payments".  These  payments  should  have  their  basis  in  environmental  fact. 


g 


Net  operating  revenues  less  interest,  excluding  passenger  facility  charges,  grants  and  non-recurring 
revenue  ($25,793,000  in  FY  2001). 
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Findings  of  the  Task  Force:  Board  of  Directors 

3.  The  qualifications  for  service  set  forth  in  the  Enabling  Act  are  outdated; 

they  need  to  reflect  the  broader  skill  set  required  to  guide  a  major,  national 
airport  and  key,  regional  port  in  new,  challenging  times. 


The  Massachusetts  Port  Enabling  Act  of  1956: 

"The  Authority  shall  consist  of  seven  members  all  of  whom  shall  be  appointed  by  the 
Governor...  Not  more  than  four  of  such  members  shall  be  of  the  same  political  party,  and  shall 
include  persons  with  extensive  experience  in  the  fields  of  engineering,  finance  and  commerce, 
and  shall  include  a  bona  fide  representative  of  a  national  or  international  labor 
organization... which  organization  shall  have  the  nature  of  its  interests  and  employment 
directly  and  continually  related  to  the  scope  of  the  activity  of  the  Authority". 

The  qualifications  for  appointment  as  a  Board  member  that  were  set  forth  in  the 
Enabling  Act  forty-five  years  ago  were  appropriate  for  the  time,  but  are  only  partially 
relevant  today.  Engineering,  finance,  commerce  and  representation  by  labor  are  all 
helpful  backgrounds  to  Board  service.  Of  even  greater  relevance  in  the  post 
September  11th  environment  is  expertise  in  aviation  and  sea  borne  commerce,  security, 
public  finance,  construction,  public  administration,  real  estate  and  community 
relations. 

Board  members  are  appointed  for  seven-year  terms,  with  one  term  expiring  each  year. 
The  intent  of  this  structure  is  to  provide  stability  to  the  Board  and  to  limit  the  ability  of 
an  incoming  governor  to  make  dramatic  changes  in  its  composition.  Furthermore, 
since  many  airport  and  maritime  related  projects  have  long  developmental  lead  times, 
stability  on  the  Board  should  also  foster  stability  in  organizational  direction. 

However,  a  shorter  term  of  service  without  the  possibility  of  reappointment 
introduces  fresh  perspectives  and  energy  on  a  regular  basis,  invigorating  the  Board 
and  guaranteeing  its  independent  action.  At  the  same  time,  staggered,  five  year  terms 
maintain  a  reasonable  degree  of  continuity  and  stability. 

The  aftermath  of  the  September  11th  tragedy  combined  with  a  national  recession  have 
exacted  a  financial  toll  on  Massport.  In  response,  the  Board  has  taken  proactive  steps 
that  include  budget  cuts,  headcount  reductions,  and  the  deferral  of  certain  capital 
projects.  To  address  security  concerns,  it  has  engaged  top  quality  security  consultants. 
We  commend  current  Board  Members  for  their  dedicated  service  to  the  full  extent  of 
their  abilities  and  applaud  the  painful,  but  necessary  actions  they  have  taken  over  the 
past  two  and  a  half  months. 

The  Task  Force's  charge  was  to  look  forward,  not  to  assess  blame  for  the  events  of 
September  11th.  While  we  may  take  issue  with  elements  of  the  Board's  past 
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performance,  our  real  focus  is  to  position  Massport  to  meet  the  significant  challenges  it 
faces,  now  and  in  the  future. 

It  is  also  critical  to  ensure  an  orderly,  thoughtful  transition  to  new  leadership  to 
provide  stability  for  the  Authority  and  its  employees  during  these  critical  times,  and  to 
maintain  the  confidence  of  Massport' s  bondholders. 


Recommendations:  Board  of  Directors 


3A.        The  Massport  Board  of  Directors  should  be  reconstituted  to  better  serve  the 
interests  of  Massport  and  position  the  Authority  to  deal  more  effectively  with  a 
dramatically  changed  and  more  profoundly  complex  environment.  This  reconstitution 
should  be  accomplished  in  the  near  future  to  provide  for  an  orderly  transition  and  to 
ensure  the  stability  of  the  Authority,  while  paving  the  way  for  necessary  and 
appropriate  change.  The  Oversight  and  Implementation  Committee  to  be  established 
by  the  Governor  (See  3E  herein)  should  work  with  the  Board,  the  Governor  and  the 
Legislature  to  achieve  a  new  governance  structure  that  reflects  the  principles  outlined 
in  this  Report. 


The  Governor  should  be  prepared  to  appoint  new  members  possessing  the 
qualifications  we  describe  below. 


Existing  Qualifications  per  Enabling  Act 

Recommended  Qualifications 

>  Not  more  than  four  members  can  be 
of  the  same  political  party. 

>  ". . .extensive  experience  in  the  fields 
of  engineering,  finance  and 
commerce" 

>  All  members  must  be  residents  of  the 
Commonwealth. 

Chairman-.  Executive  level  business  leadership 
experience.  Technical,  engineering  or  aviation 
background  is  desirable,  but  not  essential. 

Vice  Chairman:  Executive  level  experience  in 
aviation,  security,  information  technology, 
seaport  operations,  or  transportation. 

Board  Members  (6):  One  or  more  Members 
each  with  management  level  experience  in 
business,  engineering,  construction,  safety 
and  security,  public  finance,  community 
affairs  and  transportation. 

"...bona  fide  representation  of  a  national  or 
international  labor  organization,  free  of 
communist  influence  or  domination, 
...directly  and  continually  related  to  the  scope 
of  activity  of  the  Authority. " 

Board  Member  (1):  A  Board  Member  from 
labor  but  not  representing  any  of  the  unions 
with  contracts  at  Massport. 
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3B.         Expand  membership  of  the  Board  to  reflect  a  wider  range  of  desirable 
competencies.    Shorten  the  term  of  service  for  Board  Members  and  modify  certain 
other  criteria  for  service. 

>  The  Chair  should  be  appointed  by  the  Governor  from  among  the  members  of 
the  Board,  and  would  serve  at  the  pleasure  of  the  Governor. 

>  The  number  of  members  should  be  expanded  from  seven  to  nine. 

>  Board  terms  should  be  shortened  from  seven  years  to  five  years. 

>  Board  Members  should  not  be  reappointed  to  additional  terms. 

>  Appointments  and  terms  should  continue  to  be  staggered. 
Members  should  be  appointed  without  regard  to  political  party. 


^ 


>  All  members  should  be  residents  of  the  Commonwealth  but  at  least  one 
member  should  be  a  resident  of  the  City  of  Boston  and  one  member  a  resident 
of  a  surrounding  community  impacted  by  Massport's  activities. 

>  When  new  members  are  chosen  for  Massport's  Board,  the  Governor  should 
announce  his/her  "intent  to  appoint"  them  and  follow  this  announcement  with  a 
10  day  period  for  public  comment  and  input. 

3C. Adopt  SEC  criteria  for  Board  qualifications  and  conduct. 

The  Board  of  Directors  should  adopt  the  principles  of  the  Security  and  Exchange 
Commission's  (SEC)  requirements  for  Boards.  Key  qualifications  for  Board  service 
outlined  by  the  SEC  are: 

>  Basic  knowledge  of  the  industry. 

>  Willingness  to  put  the  interests  of  the  organization  ahead  of  personal 
interest. 

>  Willingness  to  avoid  conflicts  of  interest. 

>  Knowledge  of  the  community  served  by  the  Organization. 

>  Willingness  to  commit  the  time  to  the  Board  of  Directors'  activities. 

>  Knowledge,  background  and  experience  in  a  discipline  related  to  the 
organization. 
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In  addition,  the  SEC  requires  that  if  a  Director  doesn't  attend  at  least  75%  of  the 
meetings  for  the  year,  that  fact  should  be  clearly  disclosed  in  the  proxy  (in  the  case  of 
Massport,  its  Annual  Report). 


3D.       Create  additional  Board  committees  and  strengthen  certain  existing  ones. 


The  Board  should  organize  itself  into  technical  committees  to  review  and  evaluate  staff 
recommendations.  Each  committee  would  report  its  findings  and  make 
recommendations  to  the  full  Board  for  its  consideration.  The  key  committees  would 
include: 

1.  Community  Outreach.  This  committee  would  hold  regularly  scheduled 
meetings  with  representatives  of  the  local  communities  as  well  as 
community  organizations.  To  underscore  the  importance  of  improved 
dialogue,  the  Board  Chairman  would  chair  this  committee. 

2.  Finance.  This  committee  would  be  comprised  of  three  subcommittees: 
Budget  and  Audit,  Debt  Management,  and  Business  Affairs. 

3.  Construction  and  Engineering.  This  committee  would  evaluate  capital 
projects  from  a  cost  and  timing  perspective  and  monitor  the  progress  of  all 
bids  and  subsequent  construction. 

4.  Human  Resources.  This  committee  would  review  the  hiring  of  any 
employee  earning  more  than  $75,000. 

5.  Safety  and  Security.  This  committee  would  review  the  implementation  of 
the  new  security  program  at  Massport  and  would  assist  the  Governor  with 
efforts  in  Washington  and  with  other  regional  airports. 

Strategic  Planning  would  be  a  function  of  the  entire  Board. 


3E.   An  outside  Oversight  and  Implementation  Committee  of  no  more  than  4  members 
(not  current  members  of  the  Board)  should  be  established  by  the  Governor  to  assist 
the  Board  in  implementing  the  changes  recommended  in  this  Report. 


This  Committee  would  be  temporary,  existing  only  until  key  changes  are 
implemented. 
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Findings  of  the  Task  Force:  Organization  and  Management 

4.         Massport  is  not  organized  and  managed  like  a  major  business. 


Massport  is  both  a  public  trust  and  a  major  business  enterprise,  with  total  revenues  of 
$326.9  million,  operating  expenses  of  $290.5  million  and  capital  investment  of  S271.6 
million  in  fiscal  year  2001.  As  a  public  authority  of  the  Commonwealth,  Massport  has 
been  entrusted  to  manage,  develop  and  operate  its  core  assets  efficiently.  Its 
performance  in  this  regard  is  mixed. 

First,  we  observe  that  the  organization  is  overstaffed,  particularly  in  the  top  levels  of 
administration.9  A  fifty-page  organization  chart  revealed  duplication  of  function, 
significant  layers  of  middle  management,  and  other  areas  of  concern  as  enumerated 
further  in  this  section. 

The  Executive  Director  has  a  Deputy  and  two  Assistant  Deputies.  All  have  their  own 
Assistants.  Although  the  organization  chart  showed  seven  direct  reports  to  the 
Executive  Director,  from  our  interviews,  it  appeared  that  managers  of  key  line 
departments  such  as  the  Airport,  and  the  Port  were,  de  facto,  managed  by  the  Deputy 
Executive  Director  and  had  infrequent  contact  with  the  Executive  Director.  The 
Executive  Director's  efforts  were  focused  not  on  managing  the  Authority,  but 
principally  on  managing  external  politics  to  facilitate  the  achievement  of  Massport's 
goals.  Policy  formulation  appeared  to  be  another  major  focus.    In  addition,  we  found 
it  disturbing  that  the  Director  of  Internal  Audit  reported  directly  to  the  Executive 
Director  and  indirectly  to  the  Board. 

The  Deputy  Executive  Director  has  six  direct  reports  responsible  for  many  critical 
functions  like  Finance,  Human  Resources  and  the  Chief  Legal  Counsel.    It  is  an 
unconventional  reporting  structure  for  a  business  enterprise,  but  not  altogether 
uncommon  for  government. 

From  interviews,  we  found,  in  some  cases,  a  lack  of  clarity  over  the  individual  chain  of 
reporting.  This  problem  preceded  the  resignation  of  the  Executive  Director. 

The  Directors  of  the  Airport  and  the  Port  need  greater  input  into  how  critical  assets  at 
their  facilities  are  developed.  Often  times,  these  managers  do  not  know  which  of  their 
projects  will  even  be  funded  until  they  hear  it  presented  at  a  Board  meeting.  The 
organizational  structure  does  not  empower  these  key  executives  to  assume 
responsibility  for  the  overall  performance  of  their  departments. 

Management  of  the  Bridge  is  located  in  offices  at  the  Tobin  Bridge  and  operates 
relatively  independently.  However,  concerns  about  input  into  capital  development 


9  We  note  that  in  its  recent  round  of  budget  cuts.  1 80  staff  positions  were  eliminated. 
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and  the  budget  for  the  Bridge  are  similar  to  concerns  voiced  by  the  Airport  and  Port 
divisions. 

Corporate  areas  exert  a  high  level  of  influence  and  control.  At  the  same  time,  they  are 
perceived  by  many  to  have  the  least  amount  of  professional  competency  in  issues 
related  to  transportation. 

Overhead  charges  assessed  to  the  Airport,  Bridge  and  Port  departments  are 
excessively  high,  and  yield  undetermined  benefits  to  those  departments.    The 
comparison  of  Massport  to  one  of  its  industry  peers  (See  box  below)  provides  an 
illustration. 


Comparison  of  Revenues,  Expenses  and  Administrative  Costs 
Massport  and  the  Port  Authority  of  New  York  and  New  Jersey 

(000s) 


Operating  Revenues 
Operating  Expenses 
Administrative  Costs 

Source:  Annual  Financial  Statements 


Massport 

(6/30/01) 

$326,900 
290,526 

57,353 


PANYNJ 

(12/31/00) 

$2,648,328 

2,203,046 

159,586 


Massport 

As  %  of  PANYNJ 

12.3 
13.2 
36.0 


Administrative  costs  at  Massport  are  also  nearly  20%  of  operating  expenses;  at  the  Port 
Authority,  they  are  only  7%.  For  Massport's  administrative  costs  to  be  in  line  with  the 
Port  Authority's,  they  would  have  to  drop,  or  revenues  would  need  to  rise,  by  nearly 
$38  million. 

Even  in  comparison  to  other  Massachusetts  authorities,  Massport's  administrative 
costs  are  high.  For  example: 


Comparison  of  Revenues,  Expenses  and  Administrative  Costs 
Massport  and  the  Massachusetts  Turnpike  Authority 

(000s) 

Turnpike  As  % 
Massport  Turnpike  of  Massport 


Operating  Revenues 
Operating  Expenses 
Administrative  Costs 
Employee  Count 


$326,900 

290,526 

57,353 

1,143 


$215,254 

173,667 

24,264 

1,268 


Sources:  Most  recent  Audited  Financial  Statements  and  Official  Statements 


66 

60 

42 

111 
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Various  members  of  the  Task  Force  offer  these  additional  observations: 

>  There  are  significant  layers  of  middle  management. 

>  Planning  and  analysis  is  fragmented  and  performed  at  multiple  levels  throughout 
the  organization. 

>  There  appears  to  be  fragmentation  and  redundancy  of  support/staff  functions. 

>  It  appears  that  performance  is  not  consistently  measured. 

>  Confusing  and  inappropriate  reporting  relationships  exist. 

>  There  are  potentially  redundant  planning,  financial  analysis  and  economic  analysis 
functions. 

>  Despite  spending  millions  of  dollars  on  new  systems  and  upgrades,  the  Agency 
seems  to  lack  a  technology  plan  as  a  major  element  of  its  Capital  Program. 

>  In  some  situations,  management  authority  is  inconsistent  with  assigned 
responsibilities. 

>  Public  input  is  not  routinely  sought,  nor  incorporated. 


Recommendations:  Organizational  Structure 


4A.         Strong  leadership  and  business  experience  should  be  a  prerequisite  for  the  next 
CEO. 


Massport  is  a  multifunctional,  complex  transportation  business.  The  new  CEO  must 
possess  all  the  same  skills  one  would  expect  to  see  in  corporate  world  counterparts. 
The  Authority  must  be  managed  according  to  the  best  practices  of  the  business  world 
not  simply  as  a  government  agency.  However,  the  CEO  must  be  sensitive  to  the 
Authority's  impacts  on  the  community  and  mindful  of  the  public  trust  that  is  also  core 
to  mission. 

The  skills  required  include  the  proven  ability  to  manage  people  and  complex, 
multipurpose,  transportation  entities,  preferably  airports  and /or  seaports. 
Specifically,  we  recommend  that  the  CEO  manage  these  "direct  reports": 
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Internal  Audit 

CEO 

Director  of 
Aviation 

Director  of 
Maritime 
Facilities 

Director 

of 
Security 

Legal 
Counsel 

Director  of 

Engineering  & 

Construction 

Director  of 

Corporate 

Communications 

&  Public  Affairs 

Director  of  the 
Tobin  Bridge 

(until  transferred) 

Chief 

Financial 

Officer 

Director  of 

Human 
Resources 

Assistant 
Director  - 
Aviation 

Assistant 
Director  - 
Maritime 

The  CFO  would  be  responsible  for  the  functions  of  Treasury,  Budget  Oversight, 
Compliance,  Investments,  Debt  Management,  Information  Technology  and 
Procurement.  Business  negotiation  functions  currently  under  Administration  & 
Finance  should  be  delegated  to  the  line  departments,  adhering  to  strict  budgetary 
policies  set  forth  between  administrative  and  business  departments. 

Labor  Relations,  Workers'  Compensation  and  Safety  would  be  moved  from 
Legal  Services  to  Human  Resources.    These  are  mainstream  human  resources 
activities.  The  Human  Resource  function  is  of  critical  importance  and  should 
report  directly  to  the  CEO. 

The  unit  currently  known  as  External  Relations  and  Communications  appears 
overstaffed  given  the  size  and  mission  of  the  organization.  Prior  to  recent  layoffs, 
this  unit  contained  approximately  35  staff,  according  to  the  organizational  chart 
provided  to  the  Task  Force.  In  a  new  department  of  Corporate  Communications 
and  Public  Affairs,  several  staff  would  be  devoted  to  governmental  affairs  (3)  and 
community  affairs  (3),  along  with  a  Public  Information  Officer  and  several  staffers 
responsible  for  publications  and  general  communications  support,  such  as  Web 
page  design  and  maintenance.    It  would  provide  staff  resources  as  required  to  the 
Community  Outreach  Committee  of  the  Board. 
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>  The  Director  of  Engineering  and  Construction  would  be  responsible  for  design, 
engineering,  project  management  and  construction  supervision  and  environmental 
compliance  for  all  capital  programs  undertaken  by  the  Authority.  Capital  projects 
would  be  formulated  within  the  Aviation  and  Maritime  line  departments,  with 
coordination  and  advice  from  Engineering. 

>  Legal  Counsel  would  retain  Risk  Management  and  provide  legal  support  to  the 
Business  Planning  and  Negotiations  (Aviation)  and  Maritime  Real  Estate 
departments  in  the  negotiation  of  leases  and  contracts. 

The  Board  Chair  would  be  responsible  for  outside  government  and  local  community 
outreach  and  would  closely  communicate  with  the  CEO  on  these  matters. 


4B.        Strong  executive  leadership  at  Massport  can  solve  many  of  the  Authority's 
problems,  actual  and  perceived. 


Although  strong  leadership  from  the  Board  and  a  refocused  mission  are  necessary  first 
steps  to  improving  Massport's  performance,  strong  executive  management  is  just  as 
critical.     Our  specific  recommendations  include: 

>  Complete  the  implementation  and  use  of  an  annual,  strategic  business  planning 
process,  identifying  goals,  objectives,  challenges  and  opportunities  with  specific 
plans  to  deliver  facilities  and  services  with  measurable  performance  targets.    This 
is  discussed  further  in  Section  9. 

>  Decrease  the  size  and  authority  of  central  staff.  Eliminate  Deputy  and  Assistant 
Deputy  positions. 

>  Implement  ongoing  customer  satisfaction  surveys  of  passengers,  cargo  shippers 
and  tenants  and  incorporate  the  results  of  these  surveys  into  Massport's  strategic 
plans. 

>  Explore  "Best  in  Class"  techniques  used  by  some  of  the  top  ranked  airports  in  the 
world  including  Schiphol  (Amsterdam),  BAA  (London),  Orlando,  Copenhagen, 
Singapore,  San  Francisco  and  others. 

4C.       Massport's  organizational  structure  needs  to  be  simplified  and  organized  in 
such  a  way  that  key  staff  are  accountable  for  the  performance  of  Massport's  core 
operations  and  assets. 

>  Realign  the  existing  organization  chart  to  create  "vertically  structured"  Airport  and 
Maritime  divisions. 

>  Eliminate  the  separate  Real  Estate  division  and  incorporate  all  maritime  real  estate 
development  functions  into  the  Maritime  Division  (See  Section  7). 
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Findings  of  the  Task  Force:  Mission 

5.     Massport's  mission  has  become  diffused. 


Massport's  Current  Mission  Statement: 

"The  Massachusetts  Port  Authority  ( Massporo  is  an  independent  public  agency  that  provides  tor 

the  grow  ins  transportation  needs  of  Massachusetts  and  New  England  by: 

•  Developing,  promoting  and  managing  airports,  the  seaport,  the  Tobin  Bridge,  and 
other  regional  transportation  infrastructure  as  customer-oriented  gateways  to  New 
England,  while  maximizing  safety  and  sustainability. 

•  .Anticipating  and  accommodating  changes  in  the  region's  economy  to  ensure  that 
businesses  have  the  transportation  facilities  they  need  to  compete  successfully  in 
the  global  marketplace  of  the  21"  Century." 

Source:  Massport  Business  Plan 


The  best  run  organizations  throughout  the  world  have  a  Mission  Statement,  a  concise 
articulation  of  basic  operating  principles  or  goals.  Mission  Statements  serve  several 
important  purposes:  thev  signal  to  emplovees,  broadlv,  what  is  expected  of  them  in 
their  daily  working  life.  They  also  let  customers  and  shareholders  know  what  thev 
can  expect  from  their  interaction  with  the  company.  Airports  and  other  municipal 
enterprises  that  model  themselves  on  businesses  have  mission  statements,  too.  When 
properly  written,  an  entire  strategic  plan  can  flow  quite  naturally  from  a  mission 
statement. 

Massport's  Mission  Statement  imparts  a  clear  sense  of  what  the  organization  is  (an 
"independent  public  agency"  engaged  in  transportation),  what  it  seeks  to  do  with  its 
facilities  (develop,  promote  and  manage  them)  and  how  it  will  do  that  (with  a 
customer-orientation).  Secondly,  it  adopts  a  forward-looking,  pro-business  approach 
in  order  to  anticipate,  not  simply  react  to,  economic  competition. 

However,  while  it  specifically  mentions  "maximizing  safety"  and  "sustainabilitv",  it 
does  not  mention  "security",  which,  in  aviation  vocabularv,  is  technicallv  different 
than  safety.  In  the  post  September  11th  world,  a  heightened  focus  on  securitv  -will  alter 
the  public's  method  of  appraising  an  airport.  Xo  longer  will  airports  be  judged  or 
ranked  just  on  the  quality  of  customer-service,  flight  schedules,  varietv  of  stores  and 
^  restaurants,  ticket  prices,  and  overall  convenience  (although  ticket  price  and  schedule 

\  will  still  be  quite  important).  Some  segment  of  the  discretionarv  passenger  base. 

which  has  a  choice  of  airports  in  New  England,  mav  also  choose  on  the  basis  of  where 
security  is  perceived  to  be  the  most  reliable.    Post-September  11th,  airports,  are 
discovering  that  they  can  and  must  accept  an  increased  landlord's  responsibilitv  for 
ensuring  that  security  is  properlv  handled  bv  all  responsible  parties.  The  traveling 
public  demands  no  less. 
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Accordingly,  a  new  Mission  Statement  for  Massport  should  emphasize  the 
organization's  commitment  to  safe  and  secure  facilities  -  airport,  port  and  bridge.  It 
would  also  contain  more  a  precise  description  of  its  scope  reflecting  a  sharper  focus. 
Mission  "creep"  or  perhaps  just  imprecise  terminology,  shows  up  in  two  places:  the 
allusion  in  first  bullet  point  to  "other  regional  transportation  infrastructure"  managed, 
promoted  and  operated  by  Massport,  and  in  the  second  bullet  point,  the  desire  to 
ensure  that  businesses  have  the  "transportation  facilities"  they  need  to  compete. 
Unless  it  is  proposing  to  take  over  the  responsibilities  of  other  surface  transportation 
entities  like  the  Turnpike  and  the  MTA,  Massport  can  only  provide  assurances  about 
the  airport  and  the  port. 

In  its  current  Mission  Statement,  Massport  also  sees  its  role  as  a  "promoter"  of  its 
facilities.  It  is  appropriate  to  provide  specific  services  to  potential  customers  of 
Massport's  transportation  facilities,  however,  the  concept  of  promotion  has  ballooned 
into  a  broader  trade  and  tourism  orientation  that  goes  beyond  the  core  mission. 

The  question  of  whether  or  not  ownership,  operation  and  management  of  the  Tobin 
Bridge  should  remain  part  of  the  core  mission  is  discussed  elsewhere  in  this  Report 
(See  Finding  6). 


Other  Airport  Mission  Statements 

San  Francisco  International  Airport 

"SFO  commits  itself  to  being  recognized  as  the  world  leader  in  setting  the  standard  for: 

•  Safety  and  security 

•  Customer  service  and  satisfaction 

•  Community  relations 

•  Environmental  commitment 

•  Quality  of  facilities 

•  Financial  and  economic  vitality" 
Source:  Airport  web  site.  October  200 J 

BAA,  pic.  (London  Heathrow,  Gatwick  and  Stansted  and  other  airports) 

"Our  mission  is  to  make  BAA  the  most  successful  airport  company  in  the  world.  This  means: 

•  Always  focusing  on  our  customers'  needs  and  safety 

•  Achieving  continuous  improvements  in  the  costs  and  quality  of  all  our  processes  and  services 

•  Enabling  our  employees  to  give  of  their  best. 
Source:  Company  Annual  Report 

Singapore  Changi  Airport  (Civil  Aviation  Authority  of  Singapore  (CAAS)) 

"To  provide  the  highest  standard  in  safety,  quality  and  service  in  civil  aviation  and  airport  operations' 
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Recommendations:  Mission 


5A.         Massport  should  refine  its  mission  statement  to  emphasize  safety  and 
security  and  to  reflect  a  more  focused  scope. 

The  Task  Force  examined  the  mission  statements  of  over  thirty  major  airports  globally. 
We  found  that  the  best  ones  were  simple  and  direct.  A  restated  Mission  Statement  for 
Massport  might  include  the  following  concepts: 


"The  Massachusetts  Port  Authority,  an  independent  agency,  is 
committed  to  meeting  the  highest  standards  in  security,  safety, 
quality  and  service  in  the  management,  operation  and  development 
of  its  aviation  and  maritime  facilities/' 


5B.        Massport  should  focus  on  its  core  activities:  the  Airport  and  the  Port.  It 
should  manage  non-core  assets. 

Massport  is  required  by  amendments  to  its  Enabling  Act  to  fund,  design,  construct  and 
operate  the  Piers  Park  on  the  East  Boston  waterfront  (See  Finding  2  and  accompanying 
footnote).  The  first  phase  of  construction  has  been  completed  and  design  for  the  second 
phase  is  well  advanced.  Massport  is  currently  operating  the  park.  It  has  committed 
$17  million  to  fund  it. 

In  our  judgment,  Massport  should  not  be  in  the  business  of  operating  and  managing  a 
park.  Funding  such  an  effort  should  be  the  beginning  and  end  of  its  responsibilities. 
A  more  appropriate  entity,  for  example,  the  City  of  Boston's  Parks  Department  or  the 
Commonwealth  through  its  Department  of  Environmental  Management,  should 
assume  the  cost  and  responsibility  of  running  the  park.  Alternatively,  corporate 
sponsorship  should  be  solicited  for  upkeep  and  policing.  Legislation  may  be  required 
to  transfer  Massport's  operating  responsibilities  to  another  party. 


5C.         Similarly,  Massport  shoidd  shed  non-core  pursuits  such  as  trade  and  tourism. 

The  best  way  for  Massport  to  support  the  economic  development  of  Boston,  the 
Commonwealth  and  New  England  is  for  it  to  provide  world-class,  safe  and  secure 
airport  and  maritime  facilities  consistent  with  the  needs  of  these  stakeholders.  General 
promotion  of  trade  and  tourism  only  diverts  Massport's  resources  and  attention  from 
its  core  mission  of  air  and  sea  transportation.  While  it  is  important  for  Massport  to 
seek  new  routes,  carriers,  and  export/import  markets  for  Logan  and  the  port  in  an 
aggressive  and  consistent  fashion,  marketing  and  promotion  must  be  focused  on  the 
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specific  goal  of  new  service  within  the  framework  of  a  sound  business  plan,  not  the 
general  promotion  of  the  region,  which  can  better  be  done  by  others. 

As  part  of  the  Fiscal  Recovery  plan  adopted  by  Massport  on  October  11th,  the  Board 
eliminated  certain  divisions,  such  as  the  Strategic  Planning  Unit,  which  was  largely 
responsible  for  promotion  and  tourism. 

A  proactive  approach  in  the  future  to  build  trade  and  tourism,  Massport  could  work 
with  the  Commonwealth's  existing  travel,  tourism  and  economic  development  entities 
including: 

>  The  Massachusetts  Convention  Center  Authority 

>  The  Massachusetts  Office  of  Travel  and  Tourism 

>  The  Greater  Boston  Convention  and  Visitors  Bureau 

>  The  Massachusetts  Office  of  Business  Development 

>  The  Massachusetts  Department  of  Economic  Development 

>  The  Massachusetts  Office  of  International  Trade  and  Investment 

>  The  Massachusetts  Export  Center 

>  The  Massachusetts  Development  Finance  Agency  (MassDevelopment.) 
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Findings  of  the  Task  Force:  Tobin  Bridge 

6.       The  ownership,  operation  and  maintenance  of  the  Tobin  Bridge  no  longer 
fits  appropriately  within  Massport's  core  mission. 

The  Enabling  Act  of  1956  provided  for  the  transfer  of  the  Mystic  River  Bridge,  which 
was  owned  and  operated  by  its  own  discrete  authority,  to  Massport.  This  was  done 
for  several  reasons,  among  them,  the  transfer  of  its  demonstrable  revenue  generating 
capability  to  a  newly  formed  entity  whose  financial  success  was  unproven.  In 
addition,  the  creators  of  Massport  looked  to  the  Port  Authority  of  New  York  and  New 
Jersey  as  a  model.  It 
successfully  operated 
several  bridges  and  tunnels 
in  addition  to  airports  and 
maritime  facilities. 

For  the  initial  years  of 

Massport's  existence,  the 

Tobin  Bridge  provided 

some  revenue  stability. 

However,  its  financial 

contribution  began  to  wane 

as  toll  increases  became 

difficult  to  implement  and 

the  costs  of  maintaining  its 

aging  structure  created 

financial  burdens  requiring 

subsidy.  The  increase  in 

the  toll  from  50  cents, 

where  it  had  been  since 

1959,  to  $1.00,  effective  on 

July  1, 1997,  has  helped  to  cover  its  operating  expenses,  including  PILOTs  to  Chelsea 

and  to  Boston  and  most  of  the  facility's  cost  of  amortization.  The  proposed  toll 

increase  to  $2.00  effective  January  1,  2002,  would  restore  the  Bridge  to  profitability. 

It  is  Massport's  plan  that  once  profitable,  net  income  from  the  Bridge  would  be  used  to 
pay  for  some  portion  of  the  Central  Artery  /Tunnel  assets,  which  the  Authority 
purchased  in  1998.  These  assets,  a  system  of  roadways  located  on  Logan  Airport,  do 
not  directly  serve  the  Bridge,  but  as  part  of  a  consolidated  system,  the  cost  of  these 
roads  can  be  allocated  across  all  facilities.  Without  Bridge  revenues  in  the  future, 
paying  for  the  CA/T  assets  becomes  more  burdensome  for  the  Authority.  The  Bridge 
also  receives  its  share,  perhaps  more  than  its  fair  share,  of  the  Authority's  overhead 
and  administrative  costs,  which  would  have  to  be  reallocated  over  the  remaining 


2001 

2000 

1999 

1998 

1997 

Operating  Revenues 

Car  Commuter 

117 

119 

117 

104 

50 

Non-Commuter 

10,713 

10,032 

9,894 

10,476 

5,846 

Trucks  Cash 

2,410 

1,907 

1,456 

1,742 

420 

Trucks  (Scrip) 

0 

104 

175 

164 

61 

Other 

(49) 

47 

6 

0 

(5) 

Total  Operating 
Revenues 

13,190 

12,209 

11,648 

12,486 

6,372 

Operating  Expenses 

Operations/Maint. 

4,973 

4,835 

4,746 

4,232 

4,003 

Administration 

2,445 

2,242 

2,141 

2,036 

2,485 

Pension/  Insurance 

234 

226 

328 

471 

494 

Total  Operating 
Expenses 

7,652 

8,252 

7,215 

7,177 

7,415 

Excess  of  Revenues 
Over  Expenses 

4,613 

3,958 

4,443 

5,309 

(1,043) 

Less: 

PILOT 

(933) 

(954) 

(949) 

(443) 

(437) 

Interest  Expense 

(1,141) 

(1,974) 

(1,903) 

(3,674) 

(3,930) 

Depreciation/ 

Amortization 

(4,751) 

(3,491) 

(3,343) 

(3,950) 

(3,257) 

Other 

(128) 

Operating  Income 
(Loss) 

$0,617) 

$    (1,490) 

$0,887) 

$(2,264) 

($6,059) 

Sources:  Massport's  Annual  Financial  Statements  and  Budgets  for  the  years  shown 
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departments  if  the  Bridge  were  no  longer  part  of  Massport. 10  However,  it  can  be 
argued  that  the  Bridge  is  not  really  central  to  the  Authority's  mission.  It  would  be  far 
more  logical  for  it  and,  indeed,  all  of  the  metropolitan  bridges  and  tunnels,  to  be 
consolidated  under  one  operating  entity.  While  there  are  drawbacks  to  Massport  in 
this  scheme,  it  also  provides  some  benefits.  It  transfers  to  the  new  owner  the 
obligation  to  make  applicable  PILOT  payments.  Approximately  $2.5  million  of  this 
obligation  was  pre-funded  by  Massport.  Whoever  assumes  ownership  of  the  Bridge 
should  reimburse  Massport  for  these  payments  and  agree  to  take  on  the  continuing 
PILOT  obligation  to  Chelsea.  Divesting  the  Bridge  also  passes  on  the  responsibility  for 
funding  its  ongoing  capital  needs,  which,  while  modest  ($73  million  over  10  years), 
deserve  greater  priority  than  they  enjoy  amidst  the  competition  for  funds  within  the 
Authority. 

Staff  of  the  Bridge  is  self-contained  and  is  physically  located  at  the  Bridge,  not  at 
Massport's  central  office  on  Harborside  Drive.  Staff  relies  on  the  Authority  for 
financial,  budgeting  and  legal  assistance.  The  pay  scale  for  these  employees  is  higher 
than  comparable  positions  at  other  existing  transportation  authorities  in  the 
Commonwealth,  such  as  the  Turnpike  and  Highway  Authorities.  Pension  benefits 
also  differ.  These  issues,  while  complex,  are  not  impossible  to  resolve. 


Lead  paint  on  the  Bridge 
creates  potential 
environmental  liabilities 
for  any  successor  owner. 
Massport  has  already 
removed  all  that  could 
safely  be  removed.  It  has 
embarked  on  a  program  of 
periodic  repainting  to 
encapsulate  what  remains. 


Impact  of  the  Tobin  Bridge  on  FY2001  Debt  Service 

Coverage 

Fiscal  Year 

Adjusted  to  Remove 

2001(1) 

Tobin  B 

ridge  (2) 

Pledged  Revenues 

Airport  Properties 

274,087 

274,087 

Port  Properties 

39,609 

39,609 

Bridge 

13,190 

- 

Investments 

21,604 

21,604 

Total  Pledged  Revenues 

348,490 

335,300 

Operating  Expenses 

Airport  Properties 

157,050 

157,050 

Port  Properties 

40,242 

40,242 

Bridge 

7,652 

1,500 

Investments 

Total  Operating  Expenses 

. 

- 

204,944 

198,792 

Excess  of  Pledged  Revenues 

over  Operating  Expenses 

as  Per  the  Trust  Agreement 

143,546 

136,508 

Debt  Service 

65,218 

65,218 

Debt  Service  Coverage 

2.20  x 

2.09  x 

Notes: 

1>  Source:  Massachusetts  Port  Authority  Financial  Statements  for  Fiscal  "t  ears 

ended  June  30,  2001;  Note  B  (Page  9)  tor  Revenues  and  Expenses. 

2>  Eliminates  Bridge  revenues  and  expenses 

other  than  SI  5M  of  overhead  costs. 

Finally,  at  a  minimum,  the 
Authority's  existing 
bondholders  would  have  to 
be  officially  notified  if  the 
Bridge  were  to  be  sold. 
Certain  revenue  coverage 
calculations  must  be 
performed  to  demonstrate 
acceptable  financial 
margins  from  the 
Authority's  remaining 


10  Administrative  expenses  allocated  to  the  Bridge  are  shown  in  the  Authority's  Audited 
Financial  as  $2,445,000  in  FY2001 .  However,  in  the  financial  statements  for  the  Bridge, 
$1,165,000  (FY2001)  is  shown  which  is  about  14%  of  total  expense. 
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assets.  It  is  not  clear  whether  or  not  bondholder  consent  to  the  sale  is  also  required.  If 
it  is,  the  process  of  divestiture  could  be  lengthier  and  more  difficult. 


Recommendations:  Tobin  Bridge 


6A.         Transfer  or  sell  the  Bridge  to  another  entity  such  as  the  Turnpike,  the 
Highway  Authority,  or,  perhaps,  a  newly  created  authority  under  the  auspices  of 
either. 


The  financial  contribution  to  Massport  from  proposed  toll  increases  is  really  the  only 
reason  to  continue  the  status  quo.  Otherwise,  it  is  hard  to  justify  why  Massport  needs 
to  own  and  operate  the  Tobin  Bridge.  While  it  is  a  transportation  asset,  it  does  not  fit 
logically  with  the  airport  and  port,  which  move  people  and  goods  into  and  out  of  the 
region.  The  original  rational  for  its  inclusion  in  the  Massport  portfolio  of  assets  has  lost 
its  relevance  to  the  modern,  self-sustaining  entity  Massport  has  become,  with  its 
renewed  emphasis  on  safety  and  security. 

The  Tobin  Bridge  is  principally  a  local  transportation  link.  Its  transfer  to  a  surface 
transportation  entity  with  control  over  all  tolled  links  into  Boston  would  facilitate  the 
coordination  of  toll  increases  and  the  implementation  of  congestion  pricing  strategies. 

If  the  bridge  is  sold,  the  Enabling  Act  provides  for  all  sale  proceeds  to  be  deposited 
into  the  General  Fund  of  the  Commonwealth.  This  would  either  have  to  be  amended 
to  enable  Massport  to  retain  the  proceeds,  or,  Massport  should  receive  an  offset  to  the 
price  it  paid  to  acquire  the  Central  Artery/Tunnel  (CA/T)  assets. 


Impact  of  Selling  the  Tobin  Bridge  on  Massport's  Finances: 

Several  scenarios  have  been  reviewed  to  evaluate  the  financial  impact  of  selling  the  Tobin  Bridge  on  Massport's 
finances.  The  analysis  is  based  upon  certain  financial  forecasts  for  Massport's  Airport  and  Maritime  divisions, 
future  Massport  debt  issuance,  and  other  information  provided  by  Massport  and  reviewed  by  the  Task  Force. 
Although  each  scenario  allows  Massport  to  meet  its  debt  service  coverage  requirement  (1.25x),  some  scenarios 
(i.e.,  those  with  coverage  ratios  of  less  than  1.5x)  may  jeopardize  Massport's  ability  to  make  all  required 
payments  under  their  bond  indenture.  This  could  impair  their  future  access  to  the  bond  markets. 


Scenario 

Projected  Debt  Service  Coverage 
Ratio  -  FY  2005 

1)  No  Change  -  Massport  retains  the  Tobin  Bridge 

1.67x 

2)  Massport  transfers  the  Bridge  for  no  compensation 

1.45x 

3)  Massport  transfers  the  Bridge  with  the  debt  service  currently 
allocated  to  it  ($5.5M/year) 

1.54x 

4)  Massport  transfers  the  Bridge  with  the  debt  service  currently 
allocated  to  it  plus  the  debt  service  associated  with  future  CA/T 
payments  ($10.3M/year) 

1.74x 

5)  Massport  transfers  the  Bridge  with  the  debt  service  currently 
allocated  to  it  plus  the  debt  service  associated  with  future  CA/T 
payments;  however,  Massport  incurs  $30M/year  of  incremental  net 
security  expenses 

1.37x 

Source:  Frasca  &  Associates,  LLC 
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Decoupling  the  bridge  from  Massport's  family  of  assets  and  finding  a  new, 
appropriate  owner  will  take  time,  effort  and  greater  study.  At  a  time  of  stress  and 
change  for  the  Authority,  the  principal  focus  of  staff  should  be  on  improving  security 
and  maintaining  financial  health.  Accordingly,  we  recommend  delaying  the 
implementation  of  this  recommendation  for  at  least  one  year,  although  we  recognize 
that  doing  so  will  increase  the  likelihood  of  needing  bondholder  consent. 


6B.        Conduct  when  appropriate  an  updated  environmental  baseline  study. 

In  transferring  the  Bridge,  the  existing  environmental  study  completed  in  the  mid- 
1990' s  would  need  to  be  updated  to  reestablish  a  "baseline"  set  of  existing  conditions. 
Massport  might  be  held  responsible  for  any  preexisting  conditions,  while  the  new 
owner  would  assume  liability  for  any  conditions  beyond  the  baseline. 
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Findings  of  the  Task  Force:  Land  Use 

7.         Massport  has  served  as  the  developer  of  property  it  owns  or  has 
acquired,  or,  in  some  circumstances,  has  leased  property  to  private  developers. 
The  best  "economic  use"  for  some  of  this  property  conflicts  with  maritime  and 
industrial  operations. 


The  rationale  behind  the  original  formation  of 
developing  Logan  Airport  and  the  Port  as 
potentially  significant  business  enterprises. 
Two  principal  themes  are  reflected  in  that 
economic  development  mission:  first,  the 
maintenance  and  development  of  Airport 
properties  to  accommodate  growth  and 
demand  for  air  transportation  and,  second, 
the  maintenance  and  development  of 
maritime  properties,  including  the 
acquisition  of  federally  and  privately 
owned  waterside  parcels,  in  a  way  that 
preserves  them  for  maritime  uses.    Other 
port  properties  may  be  more  appropriate 
for  other  types  of  industrial  development, 
compatible  with  a  maritime  focus.  Still 
other  parcels,  no  longer  required  or  suitable 
for  maritime  use,  would  be  developed  as 
commercial  properties  to  generate  revenues, 
which  will  ultimately  help  to  reduce  the 
Port's  operating  deficits.  Specifically,  it  is 
this  last  item,  the  development  of 
properties,  not  required  or  suitable  for 
maritime  use  that  offers  a  vehicle  to  refocus 
Massport's  mission,  and  still  accommodate 
the  financial  goal  of  subsidizing  port 
activities. 

As  can  be  see  in  the  financial  results  for  the 
past  five  years  (See  chart  on  the  next  page), 
Business  Development  (as  these  real  estate 
development  activities  are  called)  is 
producing  deficits,  although  the  trend  is 
gradually  improving.  As  is  the  case  with 
the  Bridge  and  the  Port,  we  note  the 
substantial  amount  of  administrative 
overhead  being  charged  to  this  business  line. 


Massport  recognized  the  value  in 


Massport's  Business  Development  Properties 

World  Trade  Center  Boston  (WTCB):  The  former 
Commonwealth  Pier,  this  850,000  sq.  ft.  structure 
includes  exhibition,  conference,  and  office  space  and 
showrooms.  It  was  funded  privately.  The  pier  apron  is 
used  by  a  variety  of  vessels,  including  public 
transportation  ferries. 

WTC  Development  Parcels:  These  contain  commercial 
developments  by  affiliates  of  WTCB  and  FMR  Corp. 
When  fully  developed,  they  will  contain  a  hotel  and 
garage,  three  office  buildings  including  garage  space. 

Commonwealth  Flats:  Planned  32  acre  mixed  use 
development  in  South  Boston,  to  include  a  hotel,  office, 
garage,  retail  and  residential  space. 

Boston  Fish  Pier  Seafood  processing  and  commercial 
office  space  including  the  Exchange  Conference  Center 
developed  by  the  Authority  to  complement  maritime 
activities. 

South  Boston  Seafood  District:  Massport  guaranteed 
$11  million  of  third  party  debt  to  facilitate  the 
development  of  8  acres  in  the  Boston  Marine  Industrial 
Park  into  a  seafood  processing  facility  as  the  first  phase 
of  creating  a  new  seafood  district. 

Constitution  Plaza:  Formerly  known  as  the  Hoosac  Pier, 
this  8.3  acre  parcel  in  Charlestown  was  leased  to  a 
private  developer. 

East  Boston  Piers:  Piers  3  and  4  are  being  developed  as 
a  community  park  funded  principally  by  Massport  who 
is  also  responsible  for  its  maintenance  and  operation.  A 
marina  and  shipyard  on  the  other  piers  will  continue  to 
operate.  Other  facilities,  including  derelict  warehouses 
and  piers  are  to  be  redeveloped. 

Boston  Marine  Works  Shipyard:  Acquired  from  East 
Boston  for  $10  million,  this  site  will  be  developed  for 
maritime-related  uses. 
Source:   Massport's  1999  Official  Statement 


In  this  case,  it  is  more  plausible  that 
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finance  and  legal  staff  is  dedicating  more  time  and  resources  to  the  negotiation  of 
business  arrangements  with  private  developers. 

Business  Development  Operations 
Condensed  Operating  Results  (per  Trust  Agreement) 

($000s) 


2001 

2000 

1999 

1998 

1997 

Operating  Revenues 

7,454 

7,454 

7,107 

5,476 

5,407 

Operating  Expenses: 

Operations  &  Maint 

3,593 

3,575 

3,435 

3,102 

2,960 

Administration 

3,058 

2,697 

2,959 

2,662 

2,996 

Insurance/ Pension 

171 

141 

205 

310 

328 

Total  Operating 
Expenses 

6,822 

6,413 

6,599 

6,074 

6,284 

Excess  of  Revenues 
over  Expenses 

632 

1,041 

508 

(598) 

(877) 

Add  Other: 

- 

25 

(1,635) 

59 

69 

Less: 

PILOT 

(425) 

(418) 

(438) 

(466) 

(521) 

Interest  Expense 

(1,271) 

(1,315) 

(1,271) 

(1,340) 

(1,238) 

Depreciation/ 
Amortization 

(5,486) 

(6,349) 

(4,798) 

(5,056) 

(4,618) 

Operating  Income 
(Loss) 

$(6,550) 

$(7,016) 

$(7,634) 

$(7,401) 

$(7,185) 

Indeed,  the  skills  and  resources  required  to  develop  non-maritime  real  estate 
successfully  are  different  from  those  needed  for  maritime  and  airport  development. 
This  is  probably  one  reason  why  Massport  has  leased  such  parcels  to  third  party 
developers. 

However,  a  basic,  perhaps  irreconcilable,  conflict  exists  in  Massport' s  role  as  a 
landowner  /landlord.  It  must  pursue  its  mission  of  developing  maritime  activities  in 
a  way  that  maximizes  profits  to  help  support  this  mission.  At  the  same  time,  it  must 
cope  with  pressure  from  the  City  of  Boston  and  other  local  communities  who  may 
prefer  to  see  waterfront  parcels  used  for  residential  and  commercial  development, 
thereby  increasing  the  local  tax  basis  and  creating  less  noisome  and  intrusive  activities. 
This  conflict  has  created  stress  in  the  relationship  between  Massport  and  its  neighbors, 
as  well  as  delays  and  other  obstacles  when  Massport  has  sought  to  pursue  industrial 
or  maritime  development. 


Recommendations:  Land  Use 


7.  Focus  real  estate  development  on  the  core  transportation  mission  of  the 

Authority  through  agreements  with  MassDevelopment  and  closer  merging  objectives 
with  the  City  of  Boston. 
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The  core  mission  of  Massport  is  transportation,  not  economic  development.11  Thus, 
the  ultimate  best  use  of  Massport's  properties  supports  the  transportation  mission  and 
ensures  that  any  mixed  use  is  compatible  with  that  mission.  For  example,  putting 
residential  housing,  condominiums  or  apartments  next  to  the  Conley  Terminal  will 
cause  problems.  The  Terminal  and  the  offloading  of  containerships  is  a  noisy,  24-hour, 
7-day  per  week  operation.  However,  Massport  does  not  necessarily  control  activities 
on  properties  adjacent  to  some  of  its  Maritime  facilities,  because  these  properties  are 
owned  by  others,  including  the  City  of  Boston.  Therefore,  a  land  swap  is  a  logical 
solution;  property  owned  by  the  City  of  Boston  contiguous  to  the  shoreline  can  be 
swapped  to  Massport  for  property  it  controls,  whether  that  property  is  technically  a 
Maritime  facility  (such  as  the  Fargo  Street  Terminal)  or  a  Business  Development 
property  (e.g.,  certain  parcels  in  the  Commonwealth  Flats)  not  needed  for  maritime 
uses.    For  example,  city  owned  property  adjacent  to  the  Conley  Terminal  might  be  a 
candidate  for  a  land  swap.  Another  example  is  the  City-owned  dry  dock,  which 
clearly  has  Maritime  uses. 

Massport  and  the  Boston  Redevelopment  Authority  (BRA)  jointly,  with  the  support  of 
the  Massport  Board  of  Directors,  the  Governor  and  the  Mayor  of  Boston,  should 
develop  a  strategic  land  use  plan  for  non-Maritime  properties  controlled  by  Massport. 
Such  a  plan  would  be  similar  in  scope  to  the  joint  MassPike  and  BRA  strategic  plan  for 
the  use  of  air  rights  over  the  MassPike  extension  through  the  City  of  Boston.  This 
plan,  although  two  years  in  process,  provides  a  strategic  blueprint  for  the 
development  of  these  air  rights.  A  similar  technique  could  be  used  for  the  non- 
Maritime  land  holdings  of  Massport. 

The  properties  owned  by  Massport  that  are  not  Maritime  related  and  not  located  in  the 
immediate  area  of  the  Port  or  Logan  Airport  could  be  developed  by 
MassDevelopment,  via  a  long-term  land  use  or  land  lease  arrangement.  For  example, 
MassDevelopment  might  be  the  logical  entity  to  develop  non-airport  related 
properties  at  Hanscom  Field.    It  has  experience  in  developing  non-Maritime  use 
properties  and  its  experience  in  residential  areas,  such  as  the  Fort  Devens 
development,  are  also  noteworthy. 


We  of  course  recognize  the  important  role  Massport  has  played  in  promoting  economic  growth  in 
Boston  and  throughout  Massachusetts  and  New  England. 
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Findings  of  the  Task  Force:  Maritime  Properties 

8.       For  a  variety  of  reasons,  strategic  and  financial,  the  operation, 
management  and  development  of  Port  properties  should  remain  a  core  mission 
of  Massport. 


Massport's  Maritime  Facilities 

Conley  Terminal: 

-  Located  on  10 lucres  in  South  Boston 

-  Served  by  20  steamship  lines  including 

2  international  steamship  consortia 

-  Location  for  all  container  activities 

-  Direct  Import/Export  with  Europe 

-  Feeder  service  to  New  York  and 

Halifax 

-  79,000  containers  (avg.)  served  annually 

Moran  Terminal: 

-  Located  on  64  acres  in  Charlestown 

-  Leased  to  Boston  Autoport  LLC. 

Black  Falcon  Terminal: 

-  Located  in  South  Boston 

-  Passenger  Cruise  Ship  Terminal 

-  198,453  passengers  (2000) 

-  108  cruise  ships' ( 2000) 

Medford  St.  Terminal: 

-  Bulk/Breakbulk  Commodities  Imports 

Mystic  Piers  48-50 

including  cement,  road  salt 

North  Jetty 

Fargo  St.  Terminal 

Boston  Army  Base: 

-  2  former  Army  warehouses. 

600.000sq.ft. 

-  Leased  to  a  developer  for  use  as 

intermodal  cargo  facility 

Source:  Massport  1999  Official  Statement  and  web  site. 

The  Maritime  Department  has 
developed  a  business  plan  that 
suggests  strategies  for  improving 
the  Port's  position  and  supporting 
local  economic  development. 
However,  it  is  unclear  whether 
senior  management  of  Massport 
has  embraced  this  plan  and 
whether  its  related  costs  are 
reflected  in  the  budget. 

Massport's  Maritime  activities 
enjoy  key  support  from  several 
large  local  companies  that  rely  on 
Port  facilities  for  importing  and 
exporting  goods  and  materials. 
Failure  to  upgrade  these  facilities 
will  force  local  companies  to  pay 
higher  distribution  costs,  or 
consider  alternative  means  of 
transportation,  thereby  forcing 
jobs  out  of  Massachusetts. 

The  Port  of  Boston  is  old  and 

costly  to  operate.    Its  physical 

plant  requires  substantial  capital  investment  to  improve  its  competitive  position.  At 

the  same  time,  Massport  is  under  considerable  political  pressure  to  use  contiguous 

land  for  non-port  purposes. 

An  intensely  political  external  environment  and  confusing  reporting  relationships 
within  the  Authority  diminishes  the  focus  that  the  Director  of  Maritime  can  devote  to 
daily  operations  and  the  development  of  long-term  business  strategies. 

During  the  past  few  years,  Massport  has  focused  efforts  on  identifying  markets  and 
business  strategies  increase  the  Port's  competitive  posture  as  a  destination  for  ships  to 
call  and  its  attractiveness  to  area  businesses.  However,  Massport  does  not  have  the 
cargo  volume,  water  depth,  terminal  efficiency  and  cost  structure  to  compete  as  a  hub 
port. 
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Furthermore,  the  Port's  ability  to  grow  is  constrained  by  poor  inland  road  and  rail 
connections  that  create  bottlenecks  and  delay,  thereby  increases  prices  and  inciting  the 
anger  of  host  communities.  Massport  must  be  resolute  in  focusing  capital  investment 
on  the  creation  of  better  access  conditions. 

The  Port  of  Boston  is  the  gateway  to  New  England.  Cargo  and  goods  will  continue  to 
seek  the  Boston  market.  Failure  of  the  Port  to  better  serve  the  growing  demand  for 
imports  will  result  in  a  loss  of  9,000  jobs,  reduced  city  and  state  taxes  and  negative 
environmental  consequences. 

Maritime  Division 


Condensed  Operating 

($C 

Results  (pe 
100s) 

r  Trust  Indenture) 

2001 

2000 

1999 

1998 

1997 

Operating  Revenues 

32,155 

34,689 

30,098 

22,354 

20,574 

Operating  Expenses: 

Operating  &  Maintenance 

25,792 

27,952 

27,225 

21,394 

18,313 

Administration 

7,160 

6,412 

6,830 

6,891 

7,051 

Insurance/Pension 

468 

356 

614 

882 

949 

Total  Operating  Expenses: 

33,420 

34,720 

34,669 

29,617 

26,313 

Excess  of  Revenues  over 
Expenses: 

(1,265) 

(31) 

(4,571) 

(6,813) 

(5,739) 

Add  Other: 

337 

(36) 

143 

516 

Less: 

- 

PILOT 

(976) 

(943) 

(910) 

(999) 

(1,109) 

Interest  Expense 

( 3,872) 

(4,008) 

(3,843) 

(5,249) 

(5,594) 

Depreciation/ Amortization 

(9,222) 

(10,358) 

(8,107) 

(9,348) 

(7,893) 

Other 

- 

- 

(488) 

- 

- 

Operating  Income  (Loss) 

$(15,335) 

$(15,003) 

$(17,955) 

$(22,266) 

$(19,819) 

Although  its  competitive  posture  can  be  improved,  the  Port  of  Boston  will  not  likely  be 
self-sustaining;  virtually  no  United  States  seaport  is.  However,  it  provides 
considerable  economic  benefits  to  the  region  and  its  financial  condition  can  be 
improved  by  increasing  container  revenue  and  reducing  indirect  costs. 

The  Maritime  Division  is  one  of  the  line  businesses  that  are  charged  both  general 
overhead  and  indirect  costs.  In  FY2001,  the  Maritime  Department  was  assessed  11%  of 
the  total  Authority  overhead. 


Recommendations:  Maritime  Properties 


8A.       Massport  should  retain  responsibility  for  the  operation,  management  and 
development  of  the  Port. 
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The  Port  of  Boston  is  the  gateway  to  millions  of  consumers  in  New  England. 
Massport's  maritime  facilities  provide  an  annual  economic  benefit  to  the  region  of  $8.2 
billion  and  account  for  9,000  jobs.12 

Massport  provides  the  necessary  infrastructure  and  services  to  sustain  the  maritime 
related  economic  activity  critical  to  New  England.  Its  activities  are  consistent  with 
Massport's  economic  development  mission.  In  addition,  since  virtually  all  U.S.  ports 
require  financial  support,  Massport  is  the  only  available  resource  for  capital 
investment  and  operating  subsidy.  It  should  remain  as  a  core  function. 


8B.        The  Maritime  Division  of  Massport  should  accelerate  its  efforts  to  develop  the 
Port  into  a  regional,  feeder  or  niche  port. 

Massport  should  focus  its  efforts  on  specializing  in  selected  commodities,  and /or 
becoming  a  feeder  port.  This  would  take  advantage  of  its  prime  location  as  a  gateway 
to  the  New  England  market.  It  would  also  preserve  good,  high  paying  jobs.  It  must 
continue  to  focus  its  capital  investment  in  areas  that  accomplish  these  objectives  and 
improve  its  financial  condition. 

Accomplishing  this  goal  requires  leadership  by  the  CEO  and  the  Maritime  Director.  It 
must  include  outreach  to  other  New  England  ports  to  work  cooperatively  on 
developing  port  capacity  regionally. 


8C.        Massport  must  preserve  the  South  Boston  haul  road  as  a  commercial  only 
thoroughfare. 

The  success  of  maritime  business  strategies  depends  in  part  on  the  efficient 
management  of  trucks  in  and  out  of  South  Boston.  It  is  imperative  that  Massport,  the 
City  of  Boston,  and  the  Commonwealth  work  to  ensure  that  there  is  a  dedicated 
freight  corridor  to  the  interstate  highway  system.  To  do  otherwise,  not  only  threatens 
the  economic  viability  of  the  Port  but  causes  serious  noise  and  congestion  problems  on 
local  thoroughfares. 


8D.       Massport  must  operate  the  Port  more  efficiently. 

Improvements  in  the  Maritime  Division's  financial  picture  are  contingent  on  increased 
cost  control  and  more  effective  land  use  at  the  Port.  The  growth  of  imports  in  the 
twenty-first  century  will  provide  opportunities,  but  Massport  must  be  positioned  to 
take  advantage  of  them. 


2  Northeastern  University  MBA  Consulting  Group  '•Economic  Impact  on  the  Boston  Area".  June  7, 
2001. 
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>  Massport  must  reduce  the  overhead  expenses  charged  to  its  line  businesses. 
The  second  largest  area  of  expenses  for  the  Port  is  for  division  and  authority 
overhead.  These  charges  represent  26%  of  the  total  maritime  expenses  and  are  of 
unidentifiable  value  to  the  operation. 

The  high  burden  results  from  duplicative  staffing  and  redundancies  in  functions 
such  as  Marketing,  Planning  and  Real  Estate;  and,  an  allocation  approach  that 
penalizes  the  line  businesses. 

>  The  mission  of  the  Port  should  be  more  keenly  focused  on  developing  both  an 
intermediate  (5  year)  and  long-term  (15-20  year)  Strategic  Plan  with 
implementation  steps  to  accomplish  their  vision. 

>  The  Manager  of  the  Maritime  Division  should  report  directly  to  the  CEO  and  must 
have  greater  input  into  decisions  in  key  areas  such  as  strategic  planning,  capital 
investment  and  economic  development. 

>  The  Port  of  Boston  must  identify  key  inland  transportation  connections  that  will 
make  Boston  more  competitive  as  a  distribution  center  for  New  England. 

^     The  Port  should  review  the  efficiency  of  its  operation,  including  land  use,  to  best 
position  itself  to  compete  for  a  greater  share  of  the  growing  import  market. 

>  The  Port  should  exercise  leadership  in  bringing  together  shippers,  freight 
forwarders,  brokers,  legislators  and  other  key  individuals  engaged  in  maritime 
activities  to  help  build  and  refine  the  strategic  vision. 

>  The  operating  costs  of  Conley  Terminal  should  be  independently  assessed  and  a 
plan  developed  to  bring  these  costs  in  line  with  similar  facilities  in  other  ports. 
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Findings  of  the  Task  Force:  Financial  Practices 

9.         Massport  manages  its  debt  in  a  conservative  fashion,  but  practices 
relating  to  budget  and  capital  planning  need  improvement.    Additionally, 
aside  from  a  few  standard  ratio  tests,  the  Authority  does  not  adequately 
monitor  other  elements  of  its  financial  performance. 


Debt  Issuance  and  Debt  Management  Practices 

Information  about  Massport's  outstanding  debt  obligations  is  summarized  in  the 
accompanying  box. 


Massport's  Debt  at  a  Glance 

General  Revenue  Bond  Debt  Outstanding:  $955  million  (senior  lien) 

Source  of  Repayment:  Authority  Revenues,  including  tolls,  rates,  fees,  rentals  and  other  charges 
derived  from  the  airport,  port,  bridge  or  other  facilities  financed  with  bonds  under  the  Trust 
Agreement,  and  investment  income  and  other  revenues,  excluding  passenger  facility  charges. 

Bond  Ratings:  Moody's  Aa3 

Standard  &  Poors  AA- 

Fitch  AA 

Covenants  as  to  Fees  &  Charges:  Tolls  and  other  charges  will  be  fixed  and  revised  so  as  to 
provide  Revenues  in  each  fiscal  year  that  are  equal  to:  the  greater  of  operating  expenses  plus 
125%  of  debt  service  in  that  year;  and  the  sum  of  operating  expenses,  debt  service,  and  required 
deposits  to  the  Maintenance  Reserve  and  PILOT  funds. 

Additional  Bonds:  May  be  issued  upon  compliance  with  certain  historical  debt  coverage  tests. 

Other  Debt  Not  Secured  by  Authority  Revenues: 

>  $240  million  PFC  Revenue  Bonds  (A/ A/A).  Secured  by  passenger  facility  charges. 

>  $120  million  BOSFUEL  Special  Facility  Revenue  Bonds  (A3/A-/A-).  Secured  by  rental 
payments  by  an  airline  consortia  in  amounts  equal  to  debt  service. 

>  Terminal  financings  by  United,  USAirways,  American  and  Delta  that  are  senior,  unsecured 
obligations  of  these  airlines. 

Contingent  Debt  Obligations: 

>  $18.3  million  in  aggregate  to  secure  third  party  borrowing  obligations  which  financed  the 
Hyatt  Harborside  Hotel  and  the  seafood  processing  and  distribution  center. 

Source:  Massport  records  and  Official  Statements 


The  Authority  does  not  have  any  "synthetic  debt",  such  as  interest  rate  swaps,  on  its 
books.  It  has  a  small  amount  of  commercial  paper  outstanding;  virtually  the  entirety 
of  its  debt  is  long  term,  taking  advantage  of  the  current  favorable  interest  rate  climate. 
Its  average  cost  of  funds  is  below  5.75%. 

Massport  derives  toll,  fee  and  rental  charges  from  all  of  its  principal  facilities:  airport, 
maritime  (including  real  estate  development),  and  bridge.  After  the  payment  of 
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operating  expenses,  the  net  revenue  contribution  of  each  enterprise  towards  the 
payment  of  debt  service13  in  FY  2001  was: 

Airport:  $117,037,000 

Port:  (633,000) 

Bridge:  5,538,000 

investment  Income:  21,604,000 

For  every  enplaned  (embarking)  passenger,  Massport  has  issued  approximately  $70  of 
debt.  That  compares  favorably  to  the  median  for  airports  of  its  size. 

For  most  of  Massport's  45-year  history,  the  airport  has  subsidized  the  bridge  and  the 
port.  Debt  sendee  coverage,  the  percentage  by  which  net  revenues  exceed  debt  service 
on  an  annual  basis,  has  historically  been  robust,  due  to  a  number  of  factors,  including: 

>  the  nature  of  Massport's  financial  and  business  arrangements  with  its  airline 
tenants  (which  enhances  Massport's  ability  to  retain  revenues  from  activities 
that  the  airlines  do  not  control,  such  as  retail  stores,  parking  and  rental  cars, 
rather  than  credit  these  revenues  to  the  airlines), 

>  the  strength  of  its  market  as  an  major,  east  coast  gateway  and  the  international 
gateway  to  New  England,  and 

>  the  scarcity  of  physical  space  for  expansion. 

In  addition,  several  of  Massport's  terminals  (including  the  US  Airways  expansion  and 
the  planned  Delta  terminal),  a  hotel,  a  fuel  storage  and  distribution  system,  and  other 
facilities  with  current  outstanding  debt  of  $813.2  million  in  the  aggregate  ,  were  not 
financed  through  a  pledge  of  Massport's  general  revenues.  Instead,  the  airlines  (or 
other  tenants)  pledge  their  own  corporate  funds  as  the  ultimate  source  of  repayment  to 
bondholders14.  Also,  Massport  has  pledged  passenger  facilities  charges  (the  $3.00 
surcharge  on  airline  passenger  tickets)  to  secure  debt  used  to  fund  projects  such  as  the 
expansion  of  Terminal  E.  This  effectively  keeps  these  facilities  "off  balance  sheet"  for 
Massport;  the  associated  debt  is  not  factored  into  certain  ratio  analyses  performed  by 
the  rating  agencies. 


This  is  an  accounting  presentation  that  reflects  provisions  of  the  Trust  Agreement.  On  an  operating 
basis,  the  net  income  contribution  of  each  business  was:  Airport  ($75million,  including  $36.3  million  of 
PFCs).  Port  (-$21.9  million)  and  Bridge  (-$1.6  million). 

In  a  few  of  these  financings.  Massport  has  agreed  to  use  its  reasonable  efforts  in  the  event  of  a 
bankruptcy  by  the  airline's  parent  company,  to  rent  the  terminal  to  another  carrier  and  use  the  rental 
proceeds  to  repay  the  bondholders.  In  others  there  is  a  limited,  deeply  subordinated  pledge  of  Massport's 
surplus  funds. 

Report  of  the  Special  Advisory  Task  Force  5  1 


Historical  Debt  Service  Coverage 


1991        1992       1993        1994       1995        1996       1997       1998        1999       2000       2001 


As  an  unofficial  policy,  Massport  has  tried  to  maintain  coverage  levels  in  excess  of 
140%.  In  the  past,  this  target  was  even  higher.  While  its  mandated  coverage 
requirement  is  125%,  Massport  and  indeed,  many  other  airports,  like  to  maintain  a 
comfortable  "cushion".15  In  addition,  there  is  a  positive  correlation  between  coverage 
levels  and  bond  credit  ratings.  Maintenance  of  double  A  category  ratings  has  always 
been  of  great  importance  to  Massport.  This  conservatism  (particularly  throughout 
the  1980's),  gained  Massport  a  stellar  credit  profile  and  interest  rate  advantage  in  the 
marketplace,  but  also  fostered  a  less  activist  attitude  towards  reinvestment  in  its 
core  facilities.    Accordingly,  in  the  1990's,  Massport  had  to  catch  up  to  growing 
demand  by  investing  its  own  funds  as  well  as  third  party  funds  into  modernizing  the 
Airport.  The  Port,  arguably,  has  suffered  chronically  from  a  lack  of  investment. 

The  impact  of  an  economy  in  recession,  coupled  with  the  events  of  September  11th 
have  adversely  impacted  Logan's  financial  picture.     Fewer  passengers  means  less 
revenue  for  Massport  from  automobile  parking,  food,  beverage /gift  sales,  and  rental 
car  income.    Consequently,  less  revenue  is  available  to  pay  operating  expenses  and 
bondholders.  Additionally,  charges  to  airlines  such  as  the  landing  fee,  which 
essentially  provide  for  the  recovery  of  operating,  capital  and  allocated  costs  associated 
with  aeronautical  facilities  (e.g.,  runways,  taxiways),  have  to  be  increased  because  of 
lower  airline  activity  levels,  creating  greater  financial  burdens  for  the  airlines. 

On  October  11,  2001,  Massport  took  swift  action  to  adopt  a  fiscal  recovery  plan  to 
address  an  assumed  shortfall  of  $51.3  million  in  net  operating  revenues  for  FY2002. 
The  plan  was  based  on  forecasts  of  70%  of  the  previous  passenger  forecast  and  65%  of 
previous  parking  revenue  estimates.  To  address  the  shortfall,  the  plan  includes: 

>  Cutting  general  expenses. 

>  Reducing  staff  by  180. 

>  Reducing  PILOT  (Payments  In  Lieu  of  Taxes)payments. 


15  In  fact,  this  is  a  wise  strategy.  Massport's  business  agreements  with  the  airlines,  which  allow  it  to 
benefit  from  the  retention  of  surplus  funds  generated  from  certain,  non-airline  businesses  (such  as  retail 
stores,  parking  and  rental  cars),  also  creates  greater  financial  vulnerabilities  if  traffic  falls. 
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>     Increasing  parking  rates. 

Massport  has  also  deferred  many  non-essential  projects. 

If  the  economy  worsens  or  fears  of  terrorist  acts  keep  passengers  from  flying,  the 
financial  picture  could  be  even  bleaker.  These  same  factors  are  affecting  every  airport 
in  the  United  States,  to  varying  degrees.  Any  one,  additional,  catastrophic  event  in  the 
airline  industry  could  have  an  instantaneous,  and  in  the  short  term,  adverse  financial 
impact  on  Massport's  balance  sheet. 

Business  Planning,  Performance  Measurement  and  Budgeting  Practices 

While  the  Authority  has  capably  and  conservatively  managed  its  debt,  as  evidenced 
by  its  credit  ratings,  in  the  areas  of  financial  management  it  receives  a  lower  score. 

A  Business  Plan  is  the  strategic  and  financial  blueprint  for  how  an  organization 
intends  to  meet  its  mission.  It  contains  the  mission  statement,  strategic  goals  and 
objectives,  and  action  items.  The  Budget,  operating  and  capital,  implements  the  action 
items  detailed  in  the  Business  Plan  by  allocating  the  necessary  resources  of  the 
organization.  Performance  Measures  assess  the  effectiveness  of  expenditures  and 
action  items.  Taken  together,  Business  Plan,  the  Operating  and  Capital  Budgets  and 
Performance  Measures  are  part  of  a  holistic  approach  to  strategic  financial 
management. 

Business  Planning 

Massport  has  recently  produced  a  Business  Plan,  which  is  an  excellent  step  towards 
implementing  best  practices  in  financial  management.  The  plan  is  good,  but  basic  in 
scope:  six  major  goals  with  accompanying  objectives  and  current  year  action  plans.  It 
doesn't  clearly  articulate  the  Authority's  strategic  direction  or  provide  any  discussion 
of  industry  or  economic  factors  underpinning  Massport's  businesses  (for  example, 
recessionary  trends  in  the  economy  and  their  likely  impact  on  the  airline  and  cruise 
market).  It  should  also  provide  an  assessment  of  the  market  -  changes  in  population, 
competition  from  other  nearby  airports  and  ports.  The  action  items  presented  in  the 
Business  Plan  are  effectively  a  "to  do  list"  grouped  under  six  stated  goals  but  lacking 
the  explanation  for,  or  justification  of,  how  these  action  items  are  linked  to  the  mission 
and  how  they  enable  Massport  to  achieve  its  goals.  Thus,  they  become  a  list  of 
expenditures,  without  a  strategic  focus. 

Budgeting 

Beginning  this  year,  Massport  began  producing  5-year  budgets.  It  also  maintains 
internal,  budgetary  policy  procedures.  The  line  departments  -  aviation,  maritime  and 
bridge  -  appear  to  have  modest  initial  input  into  the  formulation  of  the  budget. 
Projects  and  initiatives  chosen  for  funding  are  often  not  disclosed  to  the  business 
managers  until  after  the  Board  has  approved  them.  Furthermore,  budgets  are  derived 
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from  the  previous  year's  expenditures,  adjusted  for  inflation  and  certain  growth 
factors,  rather  than  employing  a  "zero  based"  approach.16 

Massport  engages  in  a  multi-year  capital  planning  process  (to  support  its  Logan 
Modernization  program  and  other  investments)  and  creates  a  variety  of  models  to  test 
and  support  its  financial  management  functions.  However,  since  Massport  did  not 
develop  a  multi-year  operating  budget  until  this  fiscal  year,  it  previously  had  not 
incorporated  future  operating  expense  obligations  associated  with  the  completion  of 
new  or  expanded  facilities  into  its  budgeting  process. 

Performance  Measures 

Typical  performance  measures  include  financial  ratio  analyses,  such  as  return  on 
assets,  and  operating  expenses  per  unit  of  input  (e.g.,  FTEs)  and  output  (e.g., 
passengers,  tons  of  cargo),  customer  satisfaction,  activity  levels  and  crime  statistics, 
among  many  others.  However,  performance  measures  are  more  than  standard  ratios, 
statistics  or  customer  service  surveys.  They  should  provide  a  comprehensive  view  of 
the  organization's  success  in  meeting  its  goals  and  objectives.  Some  performance 
measures  can  also  be  used  to  determine  the  effectiveness  of  expenditures  (e.g.,  Are 
extra  dollars  spent  on  policing  reducing  cargo  thefts?).  Thus,  profit  and  loss  is  not  the 
only  measure  of  how  well  an  organization  is  meeting  its  goals. 

Other  than  assessing  whether  or  not  specific  projects  have  been  completed,  Massport 
does  not  systematically  measure  performance.  There  is  little  formal  assessment  of 
whether  the  time  and  money  it  spends  produce  meaningful  benefits  relative  to  costs 
incurred.  For  example,  Massport  has  undertaken  several  significant  initiatives  to 
improve  customer  service  at  Logan;  however,  it  has  not  systematically  attempted  to 
measure  whether  these  expenditures  were  effective  or  whether  its  resources  could  be 
spent  on  more  productive  initiatives. 

Massport' s  financial  measures  are  limited  to  the  calculation  of  debt  service  coverage, 
the  one-to-one  test  (a  measure  of  whether  revenues  are  sufficient  to  meet  operating 
expense,  debt  service,  PILOTs,  fund  deposits  and  other  requirements),  airline  costs  per 
enplaned  passenger,  and  airline  costs  per  international  arrival  (in  the  International 
Terminal).  Other  financial  measures  used  at  many  large  airports,  such  as  return  on 
assets,  non-airline  revenue  performance,  operating  costs  per  unit  of  input  or  output 
are  not  regularly  used  in  financial  planning  or  performance  assessment. 


16  A  zero  based  budget  starts  with  a  "clean  slate"  every  year,  requiring  the  revalidation  of  all  revenues 
and  expenditures.  It  represents  the  "Gold  Standard"  in  budgeting,  along  with  guidelines  established  by 
the  Government  Finance  Officer's  Association  and  the  National  Advisory  Council  on  State  and  Local 
Budgeting. 
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Recommendations:  Financial  Structure 


9.  Massport  should  improve  its  business  planning,  budgeting  and  performance 

measurement  practices  to  better  manage  and  allocate  its  financial  resources  and  to 
more  accurately  assess  the  authority's  performance  in  implementing  its  mission. 

>    The  Business  Plan  needs  to  include  the  revised  Mission  Statement,  a  meaningful 
assessment  of  industry  conditions,  environment  and  market  opportunities  and 
revised  goals  and  objectives. 


Vs. 


In  light  of  the  events  of  September  11th  and  the  declines  in  aviation  activity, 
Massport  must  construct  a  "zero  based"  budget  for  the  upcoming  fiscal  year. 
Given  industry  uncertainties,  the  budget  should  include  realistic  contingencies  to 
defer  or  accelerate  certain  projects  and  expenditures  based  upon  the  actual 
recovery  of  traffic  at  Logan  and  the  Port. 


Further,  Massport  must  complete  the  development  of  its  five-year  operating 
budget  procedures  to  incorporate  meaningful  long-range  forecasts  of  future 
spending. 

Massport  must  develop  meaningful  performance  measures  to  assess  how  it  is 
accomplishing  its  goals  and  objectives. 
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Findings  of  the  Task  Force:  Community  Relations 

10.         Tlie  relationship  between  Massport  and  the  local  communities  directly  affected 
by  its  activities  cannot  be  allowed  to  deteriorate  any  further.  It  begs  for  a  new 
approach  to  better  relations  based  on  the  honest  and  open  exchange  of  information,  a 
fair  minded  method  of  solving  problems  that  is  embraced  by  all  sides,  and  the  creation 
of  a  forum  for  constantly  improving  communication. 


Many  older  airports  in  the  United  States  were  originally  sited  near  or,  in  some  cases, 
within  city  limits;  over  time,  cities  continued  to  expand  right  up  against  the  airport's 
boundaries,  or  the  airport,  as  it  expanded,  bought  adjoining  real  estate  to  create  more 
room  for  its  activities.    Logan  Airport,  La  Guardia  and  Kennedy  Airports  in  New 
York,  Washington  Reagan,  Dallas-Love  Field  and  Houston-Hobby  are  all  examples  of 
airports  located  in  dense  urban  areas.  However,  virtually  no  airport  in  the  U.S.  is 
immune  from  complaints  from  bordering  communities  about  noise,  traffic  and 
pollution.    All  of  these  are  undesirable,  but  necessary,  by-products  of  an  airport's 
activities. 

Airports  within  cities  have  a  more  demanding  and  urgent  agenda  with  regard  to  their 
host  communities.  The  needs  of  airlines  (passenger  and  cargo)  and  shippers  for 
greater  access  to  Logan's  important  and  lucrative  service  market  and  the  local 
communities'  desire  for  responsible  growth  and  environmental  sensitivity  present 
seemingly  irreconcilable  conflicts.     The  heightened  requirements  for  safe  and  secure 
facilities  presents  still  more  challenges  to  the  desires  of  all  parties. 

Massport' s  Enabling  Act  specifies  that: 

"The  exercise  of  the  powers  granted  by  this  act  will  be  in  all  respects  for  the  benefit  of 
the  people  of  the  commonwealth,  for  the  increase  of  their  commerce  and  prosperity,  and 
for  the  improvement  of  their  health  and  living  conditions,  and  ...  the  operation  and 
maintenance  of  the  projects  by  the  Authority  will  constitute  the  performance  of 
essential  government  functions..." 

Massport' s  role  as  a  public  trust  could  be  read  many  ways:  that  the  good  of  the  people 
of  the  commonwealth,  as  a  whole,  takes  precedence  over  the  good  of  those  who  have 
to  live  in  close  proximity  to  the  Airport,  is  one  interpretation.  We  prefer  to  think  that 
compromise  positions  informed  by  the  facts,  can  assure  the  good  of  the  majority 
without  imperiling  the  rights  of  those  who,  though  in  the  minority,  bear  the  burdens 
of  noise,  traffic  and  pollution  disproportionately. 

In  the  course  of  our  study,  we  heard  legitimate  concerns  from  many  citizens  in  the 
communities  adjoining  the  airport,  in  person  and  in  writing.    They  are  frustrated,  not 
by  Massport's  disagreement  with  their  views,  but  by  the  lack  of  a  legitimate  forum  to 
hear  their  concerns,  read  their  research,  and  discuss  and  debate  important  policy 
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decisions  that  will  impact  them  directly.  They  view  Massport  as  arrogant,  deceptive 
and  unaccountable  to  anyone  or  any  thing.  Thoughtful  and  responsible  community 
activists  are  further  distressed  by  Massport' s  tendency  to  "pay  them  off"  rather  than 
do  anything  to  alleviate  what  they  believe  are  real,  underlying  problems. 

In  looking  at  some  of  the  materials  presented  by  both  sides,  we  acknowledge  a  very 
human  tendency  to  use  certain  facts  to  their  best  advantage,  and  to  ignore  others  that 
do  not  advance  the  case  being  made.  Still  other  facts  and  findings  are  open  to 
legitimate  but  varying  interpretation.  This  makes  frequent  dialogue  and  a  willingness 
to  share  information,  do  appropriate  and  honest  due  diligence  and  remain  open  to 
other  points  of  view  so  critical. 

We  note  that  in  the  early  1990's  during  the  permitting  process  for  the  Logan 
Modernization  Program,  a  Community  Working  Group  was  formed.  It  apparently 
was  a  successful  example  of  how  Massport  and  its  neighbors  can  work  collaboratively 
on  common  goals. 

Several  of  the  recommendations  presented  in  previous  sections  of  this  Report  will  be 
important  first  steps  to  bettering  community  relations.  We  repeat  them  below. 


Recommendations:  Community  Relations 


10.        Massport  must  improve  its  communication  and  relations  with  local 
communities. 

>  All  members  of  the  Board  of  Directors  should  be  residents  of  the  Commonwealth 
but  at  least  two  members  should  be  residents  of  the  City  of  Boston,  or  the 
surrounding  communities  impacted  by  Massport' s  activities. 

>  We  recommend  that  the  Board  of  Directors  adopt  the  principles  of  the  Security  and 
Exchange  Commission's  (SEC)  requirements  for  Boards.  The  key  qualifications  for 
Board  service  outlined  by  the  SEC  include  knowledge  of  the  community  served  by 
the  Organization. 


v. 

r 


The  newly  constituted  Community  Outreach  Committee  of  the  Board  would  hold 
regularly  scheduled  meetings  with  representatives  of  the  local  communities  as  well 
as  community  organizations.  To  underscore  the  importance  of  improved  dialogue, 
the  Board  Chairman  would  chair  this  committee.  Information  obtained  at  these 
forums  will  be  documented  and  shared  with  the  full  Board.  Actions  taken  as  a 
result  of  this  information  will  similarly  be  documented. 


> 


Programs  wishing  to  obtain  Massport  funding  would  submit  a  proposal  and 
compete  in  a  pool  of  applicants.  The  Community  Outreach  Committee  of  the 
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Board  with  the  assistance  of  appropriate  staff  and  input  from  an  advisory  board  of 
not-for-profit  CEOs  based  in  the  communities  affected  by  Massport's  operations, 
would  administer  this  budget.  The  job  of  the  advisory  board  would  be  to  field 
requests  for  charitable  giving  in  a  fair  and  open  manner  and  present 
recommendations  to  the  Committee  during  the  budget  process.  The  charities 
chosen  for  support  should  be  based  in  the  surrounding  communities  and  have 
some  tangible  connection  to  airport  and  maritime  activities. 

A  consulting  firm  expert  in  aviation  environmental  matters  would  be  engaged  to 
independently  assess  the  findings  and  research  of  Massport  and  of  local 
community  groups.    Its  function  would  be  akin  to  the  legal/court  procedure  of  a 
"Special  Master"  who  assesses  the  validity  of  competing  party  claims.  The  cost  of 
hiring  this  consultant  would  be  borne  equally  by  all  parties.  The  firm  selected 
would  report  its  findings  to  the  Board. 
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^>  Recommendations  -  Time  Phased  Implementation  Actions 

9* 

^J}  The  following  represents  the  major  recommendations  of  the  Task  Force.  These 

_  ^  recommendations  are  followed  by  a  chart,  which  sorts  the  recommendations  by 

^~!  responsible  party  (the  Governor,  the  Massachusetts  Legislature,  the  Massport  Board  of 

Q^  Directors  and  CEO,  other  agencies  or  offices  such  as  the  Mayor  of  Boston,  and  state 

^J)>  and  non-state  agencies,  such  as  the  FAA),  identifying  short-term,  medium  term  and 

^ji  long-  term  actions  necessary. 

9* 
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Appendix  A 
Executive  Order  #431 
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The  Commonwealth  of  Massachusetts 

Executive  Department 

STATE  HOUSE        •        BOSTON    02133 
.       .(617)727-3600 


JANE  SWIFT 

GOVERNOR 


BY  HER  EXCELLENCY 

JANE  SWIFT 
GOVERNOR 


EXECUTIVE  ORDER  NO. 


431 


SPECIAL  ADVISORY  TASK  FORCE  ON  MASSPORT 
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WHEREAS,  recent  terrorist  attacks  require  a  fundamental  reevaluation  in  the  way 
the  Commonwealth  manages  the  safety  and  security  of  our  air  and  sea  ports; 

WHEREAS,  the  Massachusetts  Port  Authority  ("Massport")  has  grown  over  the 
years  from  a  small  regional  air  field  into  a  diverse,  international  organization  controlling 
airports,  seaports,  bridges,  and  tourism  facilities; 

WHEREAS,  Massport  is  the  key  transportation  and  shipping  hub  for 
Massachusetts  and  the  entire  New  England  Region,  and  public  confidence  in  Massport  is 
critical  to  the  economic  and  fiscal  health  of  the  Commonwealth; 

WHEREAS,  the  safety  and  security  of  our  air  and  sea  ports  must  be  addressed  in 
the  larger  context  of  Massport's  mission,  scope,  and  management  structure; 

WHEREAS,  the  government  has  the  responsibility  to  recognize  that  a  more 
dangerous  world  requires  a  critical,  comprehensive  review  of  the  culture  and  structure  of 
Massport;  and 

WHEREAS,  the  citizens  of  the  Commonwealth  and  the  New  England  region  will 
be  best  served  by  a  review  of  all  aspects  of  Massport's  operation,  and  by  the 
recommendation  and  implementation  of  long-term,  permanent  changes  to  enable 
Massport  to  continue  serving  our  citizens  well  into  the  21st  century. 

NOW,  THEREFORE,  I,  Jane  Swift,  Governor  of  the  Commonwealth,  by  virtue  of 
the  authority  vested  in  me  as  Supreme  Executive  Magistrate,  do  hereby  order  as  follows: 


i 

Section  1.        There  is  hereby  established  the  Special  Advisory  Task  Force  on  %* 

Massport  (the  "Task  Force").  The  Task  Force  shall  systematically  review  the  function,  ** 


§■ 


mission,  and  security  of  the  entire  Massport  operation  and  advise  the  Governor  on  how 

the  focus  and  mission  of  Massport  can  best  be  improved  to  meet  the  challenges  of  a  new 

era.  Specifically,  the  Task  Force  shall  examine  the  need  to  refocus  Massport' s  attention  %* 

on  public  safety  and  the  means  by  which  to  implement  necessary  changes.  r» 

m 

Section  2.         Within  the  context  of  the  need  for  increased  attention  to  airport  and 
seaport  safety,  the  Task  Force  shall  advise  and  make  recommendations  to  the  Governor  W 

on  all  aspects  of  the  Massport  operation  including,  but  not  limited  to:  f* 

r 
e 

(b)        the  scope  of  Massport' s  responsibilities;  f* 

(d)        the  financing  and  management  of  Massport;  and  S* 


(a)        the  fundamental  mission  of  Massport; 


(c)        the  governing  structure  of  Massport; 


(e)        the  hiring  and  personnel  policies  of  Massport  and  all  of  its  associated  and 
affiliated  agencies. 

V 

Section  3.        The  Task  Force  shall  consist  of  six  (6)  members  f* 

appointed  by  the  Governor  and  each  shall  be  chosen  from  the  ranks  of  business,  ^ 
management,  security,  legal  and  aviation  experts.  The  Governor  shall  appoint  one  of  the 

members  to  serve  as  Chair  of  the  Task  Force.  All  members  shall  serve  without  + 

compensation  in  a  strictly  advisory  capacity  to  and  at  the  pleasure  of  the  Governor.  f* 


Section  4.         The  Task  Force  may  call  upon  and  utilize  additional  services  of 
individuals  and  entities  from  outside  its  membership  for  support,  research,  or  other 
functions  necessary  and  appropriate  to  accomplish  the  objectives  of  the  Task  Force.  C- 

c- 

m 


Section  5.         The  Task  Force  shall  meet  at  such  times  and  places  as  determined 
by  the  Chair,  provided  that  it  reports  its  findings  and  recommendations  to  the  Governor 
by  no  later  than  December  4,  2001 . 


Given  at  the  Executive  Chamber  in 
Boston  thisA^-p^y  of  September  in  the 
year  two  thousand  one. 


Jane  Swift 
Governor 
/y^^Commonwealth  of  Massachusetts 


^^ 


William  Francis  Galvin 
Secretary  of  the  Commonwealth 


GOD  SAVE  THE  COMMONWEALTH  OF  MASSACHUSETTS 
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APPENDIX  B 


Aviation  Security  Practices  in  the  U.S. 
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Serious  weaknesses  have  existed  in  the  U.S.  national  aviation  security  system. 
Furthermore,  reforms  to  the  system  have  been  "reactive"  to  incidents  and  accidents 
rather  than  proactive.  Such  reactions  resulted  in  incomplete  improvements  to 
security. 

It  is  not  fully  known  which  of  the  many  weaknesses  in  the  nation's  aviation  security 
system  were  exploited,  thus  facilitating  the  hijacking  of  four  commercial  aircraft  on 
route  from  three  airports  on  September  11th.    It  is  clear,  however,  that  serious 
weaknesses  existed  with  far  more  devastating  impacts  than  previously  thought.  The 
terrorists  who  boarded  the  four  flights  did  not,  except  for  their  criminal  conspiracy, 
violate  regulations  or  laws.  The  weapons  apparently  used  in  the  hijacking  -  box  cutters, 
and  knives  -  were  lawful  to  carry  on  board  under  then-existing  Federal  Aviation 
Administration  (FAA)  regulations. 


In  the  U.S.,  no  single  entity  exists  that  is  solely  dedicated  to  and  responsible  for  the 
safety  of  the  traveling  public;  responsibility  for  aviation  security  in  the  U.S.  is  trifurcated 
among  airports,  airlines,  and  the  FAA.  Airports,  as  landlords,  have  been  primarily 
responsible  for  ensuring  that  only  authorized  persons  have  access  to  the  airfield  and 
other  secure  areas  of  the  airport  and  for  providing  law  enforcement  support  for  the 
implementation  of  airline  and  airport  security  measures.  Airlines  have  been  responsible 
for  the  screening  of  passengers  and  baggage,  usually  contracting  with  private  security 
companies  to  operate  the  screening  checkpoints  and  devices.  The  FAA  has  been 
responsible  for  establishing  and  enforcing  regulations,  policies  and  procedures, 
deploying  federal  air  marshals,  and  providing  oversight  to  ensure  the  security  of 
passengers,  crews,  baggage,  cargo  and  aircraft.  The  historic  demarcation  of 
responsibilities  between  airlines  and  airports  is  summarized  below: 


Airport  Responsibilities 


Airline  Responsibilities 


o 


o 


Federal  Aviation  Regulation  (FAR)  107  defines 
an  airport  operator's  responsibilities. 
Certain  commercial  airports  are  required  to  have 
an  approved  security  program. 
Each  airport  operator  must  provide  law 
enforcement  officers  adequate  to  support  the 
security  program  and  the  passenger  screening 
system  (an  airline  responsibility  -  FAR  108). 
The  security  program  must  include  a  system  for 
access  control  and  detection  of  the  airport's 
secured  area  and  portions  of  the  aircraft  operations 
area. 

Each  airport  operator  must  have  a  security  badge 
system  for  employees  given  unescorted  access  to 
the  "security  identification  display  area". 
Airport  operators  must  implement  escort 
procedures  and  background  checks  for  individuals 
having  access  to  secure  areas. 


o      FAR  108  defines  an  airplane  operator's 

responsibilities. 
o      Each  airline  holding  a  certificate  to  engage  in 

scheduled  passenger  or  public  charter  passenger 

operations  must  have  an  approved  security  plan. 
o      The  security  plan  requirements  for  airlines  (usually 

with  contractors)  include  conducting  pre-board 

screening  of  passengers  (metal  detectors)  and 

carry-on  baggage  (x-ray  machines). 
o      Each  airline  shall  use  an  explosive  detection  system 

to  screen  checked  baggage  when  required  by  the 

FAA  (primarily  international  flights). 
o      Each  airline  must  agree  to  transport  federal  air 

marshals  as  designated  by  the  FAA. 
o      FAR  108  establishes  procedures  for  the  carriage  of 

prisoners  on  aircraft  under  the  control  of  law 

enforcement  officers. 


Unfortunately,  after  the  initial  call  for  security  enhancements  in  the  immediate 
aftermath  of  an  incident,  public  attention  has  shifted  elsewhere  and  proposed  security 
enhancements  are  scaled  back  or  deferred  (See  Side  box).  For  example,  after  the  bombing 


Report  of  the  Special  Advisory  Task  Force 


1 


of  Pan  Am  103, 

recommendations  were  made  to 
screen  all  bags  and  ensure  that 
all  checked  bags  were  matched 
to  passengers  actually  aboard 
the  flight.  However,  in  the  face 
of  strong  airline  opposition  over 
associated  costs,  these  security 
enhancements  were  never 
implemented. 

The  most  recent  example  of  this 
pattern  is  the  FAA's  failure  to 
implement  standards  for 
certifying  screening  companies 
to  improve  performance.  The 
FAA  was  directed  by  the  Federal 
Aviation  Reauthorization  Act  of 
1996  to  develop  a  rulemaking  on 
the  certification  of  screening 
companies.  When  nothing  was 
produced  after  four  years, 
legislation  in  2000  directed  the 
FAA  to  issue  a  final  rule  by  May 
31,2001.  On  September  11*  the 
FAA  still  had  not  issued  its  final 
rule  and  has  now  deferred 
rulemaking  on  this  issue 
pending  legislation  on  the 
control  of  screening. 

The  fragmentation  of 
responsibility  among  three 
parties  created  a  system  where 
everyone  is  involved  in  aviation 
security,  but  no  one  is 
singularly  responsible.  The  result  is  diminished  airport  security  due  to  a  lack  of 
effective  communication  between  the  various  entities,  differing  priorities  and 
inconsistent  application  of  rules  and  regulations. 

Concerns  have  long  existed  over  the  ability  of  passenger  screening  checkpoints  to  detect 
and  prevent  dangerous  objects  from  entering  secure  areas.  In  FAA  tests,  screeners  failed 
to  detect  13%  of  objects  in  1978  and  20%  in  1987.  Test  data  from  1991  to  1999  showed  a 
continuation  of  the  declining  trend  in  detection  rates.  The  U.S.  Government  Accounting 
Office  (GAO)  identified  the  following  reasons  for  screeners'  poor  performance: 


Tliere  is  a  long  history  in  the  U.S.  of  proposing  new 
federal  regulations  in  response  to  a  specific  safety  or 
security  incident.  As  such,  the  emphasis  of  aviation 
security  efforts  has  shifted  over  time: 

1973  -  Security  systems  were  first  required  at  airports 
in  response  to  a  wave  of  hijackings. 

1988  -  After  the  bombing  of  Pan  Am  103,  attention 
shifted  from  guns  to  bombs.  The  FAA  issued  a  rule 
requiring  airlines  to  purchase  advanced  technology 
(Thermal  Neutron  Analysis  (TNA)  machines)  to  detect 
bombs  in  checked  baggage.  The  bombing  also  led  to 
the  creation  of  the  President's  Commission  on  Aviation 
Security  and  Terrorism.  The  Commission  issued  its 
report  in  May  1990,  with  64  recommendations, 
focusing  on  explosive  detection  systems,  which  were 
partially  implemented  with  the  Aviation  Security 
Improvement  Act  of  1990. 

1996  -  The  explosion  of  TWA  800  (and  the  failed  plot  in 
1995  to  destroy  12  U.S.  aircraft  over  the  Pacific)  led  to 
the  creation  of  the  Gore  Commission  and  the  inclusion  of 
certain  provisions  of  its  findings  into  the  Federal 
Aviation  Reauthorization  Act  of  1996.  The  commission 
and  the  legislation  changed  the  FAA's  focus  from 
relying  on  a  certified  explosive  detection  system  to 
purchasing  and  deploying  any  commercially  available 
explosive  detection  equipment.  For  the  first  time,  the 
FAA  purchased  the  equipment  to  be  deployed  (about 
$420  million  has  been  appropriated  for  Explosive 
Detection  System  (EDS)).  Also,  the  now  ritualized 
questions  to  passengers  ("who  packed  their  bags"  and 
whether  "their  bags  have  been  under  their  control")  as 
well  as  request  for  photo  identification  were 
implemented  at  this  time. 

Sadly,  many  other  worthy  recommendations  in  the 
Gore  Commission's  Report  were  never  implemented. 
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>  Rapid  turnover  -  averaging  126%  at  the  largest  19  airports  with  one  airport 
having  a  turnover  rate  of  416%  in  1998-99.  This  creates  both  a  chronic  pool  of 
relatively  inexperienced  screeners,  and  a  pool  of  former  screeners  in  the 
general  public  familiar  with  the  weaknesses  and  inadequacies  of  the  system 
and  how  they  can  be  exploited 

>  Human  factors  -  The  jobs  are  monotonous  with  background  distractions,  and 
there  are  limited  career  advancement  opportunities. 

Rapid  turnover  of  screeners  has  been  blamed  on  the  low  wages  and  limited  benefits 
offered.  Security  screening  is  a  cost  center  for  airlines,  with  no  offsetting  revenue 
stream.  In  an  industry  with  historically  modest  profit  margins,  airlines  typically  seek  to 
cut  costs  wherever  possible.  This  has  frequently  led  to  the  awarding  of  security 
contracts  to  the  lowest  bidder,  who  minimizes  costs  by  paying  low  wages,  offering  few 
if  any  benefits,  minimizing  training  and  limiting  background  checks. 

Despite  the  poor  performance  of  screeners,  in  the  past  year,  some  of  the  airlines  decided 
to  add  to  their  responsibilities.  They  began  using  security  checkpoint  conveyor  belts  not 
only  to  x-ray  bags,  as  required  by  FAR  108,  but  also  to  check  the  size  of  the  baggage. 
This  transferred  the  burden  of  enforcing  size  limits  for  carry-ons  from  airline  check-in 
personnel  to  security  screening  personnel. 

This  fundamental  conflict  between  airline  financial  incentives  and  security  needs  does 
not  exist  in  most  other  countries.  According  to  the  GAO,  of  103  countries  worldwide 
with  international  airports,  only  3  countries  have  placed  screening  responsibility  with 
air  carriers:  the  U.S.  (until  recent  legislation),  Canada  and  Bermuda.  In  the  other  100, 
such  responsibility  rests  with  the  airports  or  with  the  government. 

Although  much  of  the  recent  focus  has  centered  on  the  screening  of  passengers  and 
carry-on  baggage,  other,  major  gaps  in  the  nation's  aviation  security  system  had  been 
identified  prior  to  September  11th.    Several  of  these  appeared  in  reports  presented  by  the 
GAO  and  the  U.S.  Department  of  Transportation's  Office  of  the  Inspector  General 
(DOTOIG). 

>  Security  of  Checked  Baggage  -  At  present,  less  than  5%  of  checked  bags  on  U.S. 
domestic  flights  are  screened.  Although  x-ray  machines  and  explosive 
detection  systems  (EDS)  such  as  the  CTX  machine  are  available  to  identify 
threat  items  in  passenger  baggage,  the  DOTOIG  has  found  that  the  airlines 
frequently  underutilize  them,  principally  due  to  cost  factors.  (They  are  costly 
to  operate  and  their  sheer  weight  often  requires  modifications  to  airport 
infrastructure,  such  as  reinforced  flooring.)  In  addition,  there  are  currently 
no  requirements  to  match  checked  bags  to  boarding  passengers  to  ensure  that 
each  bag  has  a  corresponding  owner  physically  on  board  the  flight. 

>  Airport  Access  Controls  -  Control  of  access  to  aircraft,  airfield  and  certain 
airport  facilities  is  another  component  of  aviation  security.  Airports  use  a 
variety  of  systems,  including  key  locks,  access  codes,  badge  swipes  and 
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biometrics,  to  limit  access  to  authorized  individuals.  However,  in  tests  in 
1998  and  1999,  the  DOTOIG  staff  succeeded  in  gaining  access  to  secure  areas 
in  68%  of  the  tests  at  eight  major  airports;  they  were  able  to  board  aircraft  114 
times.  In  a  subsequent  test  in  early  2000,  although  improvements  had  been 
made,  access  to  secure  areas  was  still  gained  more  than  30%  of  the  time. 

>  Airport  ID  Badges  -  FAA  policy  allows  airports  the  latitude  of  not  accounting 
for  up  to  five  percent  of  security  badges  before  the  badge  system  has  to  be 
revalidated.  The  DOTOIG  has  reported  that  airports  do  not  fully  account  for 
identification  badges  from  former  employees  or  employees  who  no  longer 
need  access.    Further,  in  May  2000,  GAO  special  agents  were  able  to  obtain 
access,  without  being  screened,  to  the  secure  areas  of  two  airports  that  were 
tested  using  counterfeit  law  enforcement  officer  badges  and  credentials, 
fabricated  from  commercially  available  software,  or  downloaded  from  the 
internet.  Since  September  11th,  the  FAA  has  required  the  revalidation  of 
identification  badges.  Yet,  it  is  unclear  whether  all  vulnerabilities  will  be 
addressed. 

>  Background  Checks  on  Employees  with  Access  to  Secure  Areas  of  the  Airport  -  GAO 
has  found  that  persons  convicted  of  felonies  such  as  assault  with  a  deadly 
weapon,  burglary,  credit  card  fraud  could  still  obtain  airport  badges.  Since 
September  11th,  the  FAA  has  required  all  employees  with  access  to  secure 
areas  to  undergo  criminal  history  background  checks  (reinterpreting  a 
regulation  that  the  FAA  previously  applied  only  to  new  hires).  Once  again,  it 
is  unclear  whether  all  vulnerabilities  will  be  addressed. 

>  Cargo  Operations  and  Aircraft  Service  Companies  -  The  lack  of  screening 
requirements  for  cargo,  mail,  catering  and  other  items  is  a  significant 
weakness  in  the  security  system,  as  it  currently  exists. 

>  Air  Traffic  Control  (ATC)  System  Security  -  GAO  has  found  that  ATC 
buildings,  facilities,  and  computer  systems  are  vulnerable  to  intrusions  and 
malicious  attacks,  and  that  the  FAA  has  hired  contractors  without  properly 
screening  the  backgrounds  of  contract  employees. 

These  vulnerabilities  were  not  addressed  for  several  reasons.  Prior  to  Sept  11,  in  a 
climate  of  intense  pressure  directly  from  airlines  and  indirectly  through  their 
congressional  supporters,  the  FAA  has  been  slow  to  implement  new  security 
regulations.    The  FAA  also  serves  many  masters  with  sometimes  dissenting  points  of 
view,  including  the  Executive  Branch  and  the  Congress.    Although  safety  and  security 
are  its  first  concern,  the  FAA  also  has  several  other  missions,  including:  the  promotion  of 
the  aviation  industry,  air  traffic  control  modernization,  organizational  reform  and 
aviation  system  capacity  improvements.    Without  a  doubt,  multiple  mandates  have 
diffused  the  FAA's  focus.  Furthermore,  these  other  missions  sometimes  conflict  with 
security  concerns.  Additional  conflicts  among  stakeholders  (e.g.,  the  airlines,  airports) 
exist  over  which  security  measures  should  be  implemented.  Security  costs  money;  these 
costs  are  incurred  by  airlines  and  airports. 
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On  November  19,  2001,  the  President  signed  into  law  the  Aviation  and  Transportation 
Security  Act,  which  includes  the  following  provisions: 

>  Establishes  the  Transportation  Security  Administration  (TSA)  within  the  U.S. 
Department  of  Transportation  to  be  responsible  for  security  for  all  modes  of 
transportation,  including  aviation. 

>  Establishes  a  Federal  Security  Manager  at  each  commercial  airport  to  oversee  the 
screening  of  passengers  and  property. 

>  Requires  all  passenger  and  baggage  screeners  to  be  Federal  employees  within  one 
year.  Further,  all  screeners  must  be  U.S.  citizens. 

>  Requires  100%  screening  of  all  checked  and  carry-on  baggage  within  60  days  (such 
checks  by  bag  match,  manual  searches,  K-9's,  etc.)  and  explosive  detection  screening 
of  all  baggage  by  December  31,  2002. 

>  After  three  years,  an  airport  may  request  permission  to  return  to  a  system  using 
private  company  screeners  (with  Federal  oversight). 

>  Institutes  a  "pilot  program"  in  which  up  to  5  airports  may  opt  out  of  the  federal 
screener  program  to  test  alternative  approaches. 

>  Institutes  a  "pilot  program"  in  which  at  least  20  airports  may  test  new  technologies 
and  systems  to  enhance  security. 

>  Requires,  as  soon  as  practicable,  screening  or  inspection  of  all  individuals  and  goods 
before  entry  to  secured  areas  of  airports. 

>  Expands  the  sky  marshal  program  and  mandates  enhanced  cockpit  security. 

>  Places  a  $2.50  per  enplaning  passenger  surcharge  (up  to  $5.00  per  one-way  trip)  to 
help  finance  the  new  security  provisions. 

It  is  still  unclear  at  this  time  how  the  legislative  mandates  will  be  implemented 
according  to  the  timetables  prescribed. 


Effective  security  requires  a  unified  chain  of  command,  responsibility  and 
accountability  coupled  with  a  layered,  redundant  approach. 

Prior  to  the  passage  of  the  new  legislation  on  airport  security,  much  of  the  federal  debate 
focused  on  whether  passenger-screening  personnel  should  be  federal  employees  or 
private  contractors  with  strict  federal  oversight.  Also  debated  were  new  technologies, 
such  as  biometrics,  to  address  security  risks  and  to  detect  the  presence  of  unauthorized 
or  dangerous  items  in  baggage. 
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These  issues  have  largely  been  resolved  in  the  new  legislation,  however,  the  inherent  ^ 

problems  with  passenger  screening  may  still  remain:  it  is  monotonous  work,  with  ^F 

inadequate  training,  no  clear  career  path,  and  little  or  no  ongoing  employee  ** 

development,  including  job  rotation,  skill  enhancement,  and  supervisory  opportunities. 

For  these  reasons  in  the  U.S.  it  has  historically  been  treated  as  a  non-prestigious,  low-  ^ 

paying,  entry-level  job  with  no  future.  Notwithstanding  Federal  employment,  this  & 

needs  to  change.  Furthermore,  all  components  of  an  effective  aviation  security  system  t* 

must  have  several  complementary  layers  with  built-in  redundancies.  The  system  must 

be  organized  under  proactive  management,  responsible  and  accountable  for  constantly 

testing  security  measures  and  anticipating  new  threats.  w 

r 
e 
e 
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Appendix  C 
Documents  and  Data  Reviewed  by  the  Task  Force 
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DOCUMENTS  REATEWED  BY  TASK  FORCE  (Partial  Listing 

1.  Chapter  465  of  the  Acts  of  1956  and  Related  Acts  and  Resolves; 

2.  Massport  Trust  Agreement  dated  August  1, 1978; 

3.  Massport  By-Laws  dated  July  19,  2001; 

4.  Massport  Regulations  as  Codified  in  740  CMR  2.00  et  seq.; 

5.  Report  of  the  Special  Commission  on  Massport  dated  January  31, 1956; 

6.  Miscellaneous  Federal  Resiilations  and  Statutes  Pertaining  to  Aviation  and 
Environmental  Issues; 

7.  Massport  Business  Plan; 

8.  Massport  Comprehensive  Annual  Financial  Report; 

9.  Massport  Employees'  Retirement  System  Comprehensive  Annual  Report; 

10.  Massport  Financial  Statements  for  2000  and  2001,  prepared  by 
Price  waterhouseCoopers  LLP; 

11.  Massport' s  Fiscal  Recover)"  Plan  dated  October  11,  2001; 

12.  Massport's  Human  Resource  Policies  and  Procedures  Manual  for  Administrat: 
Employees; 

13.  Massport's  Performance  Management  System  Goal  Setting  Forms,  Evaluations, 
and  Guidelines  and  Miscellaneous  Training  and  Recruiting  Materials; 

14.  Internal  Operating  Procedures; 

15.  Draft  Interim  Guidelines; 

16.  Massport  1999  Revenue  Bond? 

17.  Overview  of  Airport  Service  Areas  for  Logan  Airport  dated  November  19,  2001; 

18.  Commonwealth  Flats  Strategic  Plan  dated  January  2000; 

19.  Overview  of  Massport's  Parcels  and  Facilities  prepared  for  Task  Force  Tour; 

20.  Government  Finance  Officers  Association  Recommended  Practic— 

21.  Revisions  to  Five-Year  Operating  Budget; 

22.  Memorandum  of  Understanding  Between  Massport  and  the  Massachusetts  Stale 
Police  dated  December  31, 1979; 

23.  Report  of  the  White  House  Commission  on  Aviation  Safety  and  Security  (the 
Gore  Commission  Report); 

24.  Miscellaneous  Domestic  Preparedness  Initiatives; 

25.  Miscellaneous  Correspondence  between  Joseph  Lawless  and  the  Federal 
Aviation  Administration; 

26.  Northeastern  University  Report  to  Massport,  Maritime  Division,  dated  June  7 
2001,  regarding  the  Economic  Impact  on  the  Boston  Area; 

27.  Memorandum  from  Massport  dated  October  31,  2001  entitled  "Suggested  State 
Legislative  Changes"; 

28.  Tesrimonv  of  Virginia  Buckingham  before  the  U.S.  Congress  on  May  24.  2001  and 
October  5,  2000  regarding  aviation  issue? 

29.  Letter  from  Virginia  Buckingham  to  Charles  Barclay,  President  of  AAAE. 
regarding  security  recommendations  to  Secretarv  Mineta; 

30.  "Status  Report  2000:  Community  and  Environmental  Mitigation  Projects  for 
Logan  International  Airport"  dated  December  2000; 
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31.  Memorandum  dated  October  31,  2001  entitled  "Strategic  Performance  ™ 
Measurement  Reports";                                                                                                                           f? 

32.  Aviation  Planning  Materials  including:  m 

(a)  Logan  2010  Fleet  Forecasts  dated  October  1995; 

(b)  Draft  Strategic  Plan  for  Logan  Airport  dated  December  1999; 

(c)  Strategic  Planning  2000  -  North  Cargo  Area,  dated  January  2000;  and  ^ 

(d)  Capital  Program  for  fiscal  years  2000  -  2006,  adopted  July  2001 .  « 

33.  Memorandum  dated  October  31,  2001  regarding  PILOT  Agreements  and  copies 

of  PILOT  Agreements;  ™ 

34.  Excerpt  from  minutes  of  July  11,  2001  Public  Safety  Staff  meeting;  ^ 

35.  Board  Vote  dated  October  11,  2001  promulgating  revised  public  safety  and  ^» 
security  regulations;  ^ 

36.  Contract  for  Police  Services  dated  January  16, 1970,  Contract  for  Police  Services 

dated  December  31, 1979,  and  Memorandum  of  Understanding  dated  1996;  w 

37.  List  of  consulting  contracts  in  Legal  Department  database  for  period  from  |f* 
October  23, 1999  through  October  23,  2001; 

38.  Job  Descriptions/Qualifications  for  the  following  positions: 
(a)  CEO/CEO; 


(b)  Director  of  Aviation;  ^ 


^ 
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(c)  Director,  Public  Safety; 

(d)  Director  of  Capital  Programs  and  Logan  Modernization; 

(e)  Director,  Compliance; 

(f)  Bridge  Director;  ^ 

(g)  Director,  Administration  and  Finance /Secretary-Treasurer;  ^ 
(h)  Director  of  Human  Resources; 

(i)  Comptroller;  ™ 

(j)  Director  of  Labor  Relations  &  Risk  Management  /Labor  Counsel;  and  ^ 

(k)  Chief  Development  Officer.  rm 

39.  Minutes  of  Authority  meetings  from  October  19,  2000  through  September  20, 

2001;  5 

40.  Compensation  Surveys:  fr* 

(a)  Job  Evaluation  Analysis  dated  February  8, 1996;  ^m 

(b)  Letter  from  Coopers  &  Lybrand  dated  February  22, 1996; 

(c)  Letter  from  Watson  Wyatt  Worldwide  dated  October  21, 1997;  ™ 

(d)  Report  of  Watson  Wyatt  Worldwide  dated  August  1999;  and  IP 

(e)  Report  of  Watson  Wyatt  Worldwide  dated  June  2001. 

41.  Collective  Bargaining  Agreements: 

(a)  Chart  dated  January  1,  2001:  Status  of  Massport  Collective  Bargaining 
Agreements; 

(b)  Agreement  with  Local  Union  No.  810  -  International 
Longshoremen's  Association; 

(c)  Agreement  with  Local  Union  No.  25  -  International  Brotherhood  of 
Teamsters  (Logan  Parking  Facilities);  ™ 

(d)  Agreement  with  Logan  Airport  Fire  Fighters  Local  #S-2, 1.A.F.F.;  p* 

(e)  Agreement  with  Local  Union  No.  3  -  National  Conference  of  Firemen  &  ^ 
Oilers,  S.E.I.U.,  Powerhouse  Employees  and  Maintenance  Men; 

(f)  Agreement  with  Local  Union  No.  6  -  Office  &  Professional  Emplovees  ^ 

"  ISF 
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International  Union; 
(g)  Agreement  with  Local  Union  No.  25  -  International  Brotherhood  of 

Teamsters; 
(h)  Agreement  with  Local  Union  No.  103  -  International  Brotherhood  of 

Electrical  Workers;  and 
(i)   Agreement  with  Local  Union  No.  537  -  United  Association  of  Journeymen 

and  Apprentices  of  the  Plumbing  and  Pipefitters  Industry  of  the  United 

States  and  Canada,  AFL  -  CIO. 

42.  Massport  Organization  Charts  for  fiscal  years  1990  to  2001; 

43.  Chart  describing  all  ground  lease  real  estate  transactions  from  1990  to  present; 

44.  List  of  operating  consulting  contracts  and  list  of  capital  consulting  contracts  over 
$100,000  with  end  dates  from  July  1, 1999  to  present; 

45.  Memorandum  dated  October  29,  2001  entitled,  "The  Environmental  Regulatory 
Context  Affecting  Operation  of  Logan  Airport"; 

46.  Outline  of  legal  issues  relating  to  sale  of  Massport  assets; 

47.  Copies  of  media  public  records  requests  from  September  17,  2001  to  present; 

48.  Aerial  photographs  of  Logan  Airport; 

49.  Written  Testimony  and  Statements  Submitted  by  General  Public; 
Massachusetts  Port  Authority  Audited  Financial  Statements  for  the  Years  Ending 
June  30, 1999,  2000  and  2001; 

50.  Massachusetts  Port  Authority  Series  2001A/B/C  Special  Facility  Revenue  Bonds 
Official  Statement; 

51.  Massachusetts  Port  Authority  Fiscal  Recovery  Plan  (October  11,  2001  and 
updates); 

52.  Massachusetts  Port  Authority  Series  1999-C/D  Revenue  Bonds  Official  Statement 

53.  Joint  Assessment  Study  -  Regarding  Segments  of  the  Metropolitan  Highway 
System  to  be  Acquired  by  the  Massachusetts  Port  Authority  dated  July  23, 1998; 

54.  Status  Report  2000  -  Community  and  Environmental  Mitigation  Reports  for 
Logan  International  Airport  dated  December  2000; 

55.  Logan  International  Airport  Suggestion  Box  Comment  Reports  and 

Logan  International  Airport  Customer  Satisfaction  Reports  (Multiple  Quarters); 

56.  Report  to  Massachusetts  Port  Authority  Maritime  Division  -  Economic  Impact  on 
the  Boston  Area  (Dated  June  7,  2001)  by  the  Northeastern  University  MBA 
Consulting  Group; 

57.  Logan  International  Airport's  Evolving  Role  in  the  New  England  Economy  - 
Draft  dated  July  26,  2001 ; 

58.  Massachusetts  Port  Authority  Aviation  Department  Customer  Service 
Enhancement  Plan  -Updated  August  14,  2001; 

59.  Aviation  and  Transportation  Security  Act  of  2001; 

60.  AAAE  Aviation  Security  Summit  Proceedings  dated  October  29,  2001; 

61.  U.S.  Department  of  Transportation  -  Federal  Aviation  Administration  14  CFR 
Parts  107  and  108  Final  Rules  dated  July  17,  2001; 

62.  San  Francisco  International  Airport  Quality  Standards  Program  dated  April  4, 
2000; 

63.  U.S.  General  Accounting  Office  -  Aviation  Security  Terrorist  Acts  Demonstrate 
Urgent  Need  to  Improve  Security  at  the  Nation's  Airports  -  Testimony  of 
September  20,  2001,  and  prior  reports  and  testimony; 
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64.  U.S.  Department  of  Transportation  Office  of  the  Inspector  General  -  Actions  ™ 
Needed  to  Improve  Aviation  Security  dated  September  25,  2001  and  prior  reports  $■ 

and  Testimony;  and  g* 

65.  Report  on  the  Interagency  Commission  on  Crime  and  Security  in  U.S.  Seaports 

dated  Fall  2000.  W 
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Marshall  N.  Carter,  Chairman 

Marshall  N.  Carter  is  a  Senior  Fellow  at  the  Center  for  Business  and  Government  at  the  Kennedy 
School  of  Government,  Harvard  University. 

From  1992  -  2000,  Mr.  Carter  was  the  Chairman  and  CEO  of  the  State  Street  Bank  and  Trust 
Company  and  its  holding  company,  the  State  Street  Corporation.  He  joined  State  Street  in  July 
1991  as  President  and  Chief  Operating  Officer,  became  CEO  in  1992  and  Chairman  in  1993.  He 
was  the  CEO  for  nine  years  during  which  time  the  company  grew  more  than  six  fold. 

With  more  than  $6  trillion  in  assets  under  custody  and  $700  billion  in  assets  under  management, 
State  Street  is  a  leading  servicer  and  manager  of  financial  pension  and  mutual  fund  assets 
worldwide.  State  Street  is  also  a  leader  in  technology  applications  and  in  1998  was  awarded  the 
Gartner  Group  Award  for  Excellence  in  Technology. 

The  Bank  currently  does  business  in  more  than  90  countries  and  has  offices  in  25  countries  and 
14  states  in  the  U.S.  The  Bank  was  founded  in  1792  in  Boston  and  has  approximately  17,500 
employees  worldwide. 

A  former  Marine  Corps  officer  who  was  awarded  the  Navy  Cross  and  Purple  Heart  during  two 
years'  service  in  Vietnam,  Mr.  Carter  served  from  1975-1976  as  a  White  House  Fellow  at  the 
State  Department  and  Agency  for  International  Development.  Major  projects  during  that  year 
were  the  application  of  satellite  technology  to  agricultural  activities  in  West  Africa,  the  use  of 
high  level  U2  photography  for  disaster  relief  activities  in  Guatemala  and  the  use  of  sensor- 
surveillance  equipment  as  a  member  of  the  project  team  that  installed  the  U.S.  Sinai  Surveillance 
Mission  in  Israel  after  the  1973  Middle  East  War.  Prior  to  joining  State  Street,  Mr.  Carter  was 
with  the  Chase  Manhattan  Bank  for  15  years. 

Mr.  Carter  holds  a  B.S.  degree  in  civil  engineering  from  the  U.S.  Military  Academy  at  West  Point 
(1962),  an  M.S.  in  operations  research  and  systems  analysis  from  the  U.S.  Naval  Postgraduate 
School,  Monterey,  California  (1970),  and  an  M.A.  in  Science,  Technology  and  Public  Policy 
from  George  Washington  University  (1976). 

Mr.  Carter  is  the  Chairman  of  the  Board  of  Trustees  of  the  Boston  Medical  Center.  He  is  also  on 
the  Board  of  Directors  of  Honeywell  International,  Inc.  Long  active  in  industry  affairs,  he  has 
been  on  the  boards  of  the  American  Bankers  Association,  CEDEL,  Euroclear,  National  Securities 
Clearing  Corporation  and  was  the  Co-chairman  of  the  U.S.  Working  Group  of  Thirty  between 
1988  and  1995,  which  developed  recommendations  for  revamping  world  securities  clearance  and 
settlement  processes.  He  has  been  also  on  the  board  of  Orbis  International,  the  international 
flying/teaching  eye  hospital. 

In  1996,  he  co-authored  a  book  on  Social  Security  entitled  "Promises  to  Keep,  Saving  Social 
Security's  Dream".    He  was  born  in  1940,  grew  up  in  Washington  D.C.,  Alaska,  Idaho,  Illinois 
and  Colorado,  and  is  married  with  two  children. 
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Wayne  A.  Budd 

Executive  Vice  President  and  General  Counsel 
John  Hancock  Financial  Sei-vices,  Inc. 

Wayne  Budd,  as  Executive  Vice  President  and  General  Counsel,  oversees  and  leads  the 
law  department;  further,  oversees  the  human  resources,  community  relations, 
government  relations,  and  compliance  areas  of  the  Company.  Also  serves  on  the  Board 
of  Directors  and  is  a  member  of  the  Policy  Committee  (the  senior  most  management 
committee  of  John  Hancock). 

Mr.  Budd  formerly  served  as  Group  President,  Bell  Atlantic-New  England.  There  he 
guided  and  oversaw  that  Company's  interests  in  matters  of  policy,  as  well  as  the 
regulatory,  legislative  and  external  officers  functions  in  Massachusetts,  Maine,  Vermont, 
New  Hampshire,  and  Rhode  Island. 

Prior  to  joining  Bell  Atlantic  in  1996,  Budd  was  a  senior  partner  at  the  Boston  law  firm  of 
Goodwin,  Procter,  LLP. 

Budd  has  also  held  a  number  of  high-profile  positions  in  federal  and  state  government 
over  the  course  of  his  career.  In  1992,  he  was  appointed  by  President  George  Bush  as 
Associate  Attorney  General  of  the  United  States.  Reporting  directly  to  the  Attorney 
General,  he  oversaw  the  Civil  Rights,  Environmental,  Tax,  Civil  and  Anti-Trust  divisions 
at  the  Department  of  Justice,  as  well  as  the  Bureau  of  Prisons. 

From  1989  to  1992,  he  was  U.S.  Attorney  for  Massachusetts,  serving  as  the  Bay  State's 
chief  federal  prosecutor  and  representing  the  federal  government  in  all  matters 
involving  civil  litigation.  During  this  time,  he  was  recognized  for  his  efforts  in 
combating  drugs,  street  crime  and  gang  violence. 

Budd  has  also  served  on  the  U.S.  Sentencing  Commission,  where  he  was  appointed  in 
1994  by  President  Bill  Clinton. 

He  is  currently  a  director  of  John  Hancock  Financial  Services,  Inc.,  American 
Automobile  Association  of  Southern  New  England,  and  the  John  F.  Kennedy  Library 
Foundation.  He  is  also  vice  chairman  of  the  Greater  Boston  Chamber  of  Commerce  and 
a  member  of  the  Senior  Advisory  Committee  for  the  Institute  of  Politics,  Kennedy  School 
of  Government  at  Harvard  University. 

A  former  chairperson  and  currently  a  member  of  the  Board  of  The  Partnership,  an 
organization  dedicated  to  the  identification,  retention  and  leadership  development  of 
African-American  professionals  in  the  Greater  Boston  area.  Past  president  of  the 
Massachusetts  Bar  Association  and  the  Massachusetts  Black  Lawyers'  Association. 
Served  as  a  trustee  of  Boston  College. 

A  native  of  Springfield,  Massachusetts,  Mr.  Budd  is  a  cum  laude  graduate  of  Boston 
College  and  received  his  juris  doctor  degree  from  Wayne  State  University.  He  is 
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John  Haley 


Experience  Overview 


Over  the  past  decade,  John  Haley  has  worked  in  some  of  the  largest  and  most 
challenging  political  and  operational  transportation  environments  in  the  world.  Having 
begun  with  a  solid  foundation  in  transportation  operations  and  management  more  than 
fifteen  years  ago,  he  has  been  involved  in  multiple  aspects  of  bus  and  rail  operations  in 
major  cities  like  Chicago,  Philadelphia  and  San  Francisco  Bay  Area. 

Increasing  his  extensive  experience  and  breadth  of  functional  activity  in  recent  years,  he 
has  held  critical  executive  positions  in  Boston,  New  York  and  New  Jersey.  While  the 
General  Manager  at  MBTA,  he  oversaw  the  nation's  oldest  and  sixth  largest  public 
transit  agency.  At  The  Port  Authority  of  New  York  and  New  Jersey  as  the  Deputy 
Executive  Director,  he  moved  into  the  broader  management  environment  of  an 
Authority  that  runs  multiple  businesses  in  transit,  airports,  ports  commerce,  bridges  and 
tunnels,  and  the  World  Trade  Center.  As  the  Commissioner  of  Transportation,  he  was 
responsible  for  the  total  investment  and  deployment  of  all  transportation  in  the  State  of 
New  Jersey,  which  is  part  of  the  most  complex  and  demanding  urban  region  in  the 
United  States. 

John  Haley  has  taken  on  some  of  the  most  challenging  positions  in  agencies  at  critical 
points  in  their  evolution.  He  is  known  for  his  ability  to  diagnose  problems  of  the  most 
complex  nature  and  make  critical  decisions  in  the  context  of  sensitive  political 
environments. 

Significant  Professional  Accomplishments 

Independent  January  1999  -  Present 

Management  and  Transportation  Consultant 

Operating  my  own  consulting  business  and  have  successfully  completed  a  variety  of 
engagements  for  a  diverse  client  base.  Assignments  have  included  work  for  public 
clients  such  as  Amtrak,  Washington  Metropolitan  Transportation  Authority, 
Metropolitan  Council  (Twin  Cities),  San  Francisco  Bay  Area  Rapid  Transit  District 
(BART),  Metropolitan  Atlanta  Rapid  Transit  Authority,  and  the  Joint  Powers  Board  in 
San  Francisco,  California.  Private  clients  include:  Park  Place  Entertainment,  Boston- 
Buffalo  Express,  Parsons  Brinkerhoff,  Washington  Infrastructure,  and  Continental 
Airlines.  I  can  provide  specific  information  on  my  work  as  needed. 

Commissioner  January  1997  -  December  1998 

New  Tersey  Department  of  Transportation 

The  position  of  Commissioner  was  conceived  as  and  continues  to  be  a  very 
comprehensive  executive  position  with  responsibility  for  the  total  transportation 
environment   of   the   State   of   New   Jersey   in   all   of   its   modes.    In    addition,    the 

Report  of  the  Special  Advisory  Task  Force  9 


Commissioner  sits  on  the  key  boards  and  committees  that  oversee  regional 
transportation  investment  and  deployment  for  the  bi-state  region  and  the  Northeast 
Corridor.  With  the  Governor,  the  Commissioner  laid  out  a  comprehensive  and 
aggressive  transportation  vision  for  the  21st  Century  which  is  designed  to  move  the 
state  and  region  into  the  next  millennium  through  a  series  of  broad  policy  initiatives. 
The  following  represent  key  accomplishments  during  the  Commissioner's  tenure: 

Capital  Investments 

•  Developed  and  released  in  early  1998  the  first  ever  Transportation  Investment 
Strategy  that  calls  for  strategic  investments  that  eliminate  deferred  maintenance  on 
New  Jersey's  National  Highway  System,  and  completes  critical  transit  and  highway 
projects  committed  to  in  governor  Whitman's  first  administration. 

•  Identified  the  10  most  critical  projects  that  require  planning  and  scoping  over  the 
next  four  years  so  that  construction  can  begin  at  the  end  of  the  first  decade  of  the 
21st  Century. 

Technology 

•  Advanced  technology  projects  such  as  the  kiosk,  driver's  license,  and  the  total 
overhaul  of  the  DMV  management  and  information  systems,  to  maximize  customer 
service  and  operational  efficiency. 

•  Identified  one  corridor  and  built,  through  reliance  on  the  private  sector,  a  state-of- 
the-art  Intelligent  Transportation  System  (ITS)  that  provides  total  operational 
systems,  customer  information  and  communications. 

•  Advanced  a  regional  "transportation  card"  that  links  transportation  systems  and, 
from  a  customer's  perspective,  provides  a  unified  and  seamless  transportation 
network. 

•  Completed  electronic  toll  collection. 

Finance 

•  During  Trust  Fund  Renewal,  created  a  unified  Transportation  Trust  Fund  to  finance 
the  operations  and  capital  investments  of  the  free  roads,  toll  roads,  NJ  Transit  and 
DMV. 

•  The  Transportation  Trust  fund  maximized  available  resources,  coordinated  fare,  tool 
and  motor  fuel  tax  policy,  and  generated  the  revenue  needed  to  carry  out  the 
Transportation  Investment  Strategy  and  ensured  sufficient  resources  to  properly 
maintain  the  transportation  and  DMV  infrastructure  and  sendees. 

•  Provided  local  property  tax  relief  through  the  Transportation  Trust  Fund  that  pays 
for  certain  county  and  local  transportation  infrastructure  needs,  particularly  bridges. 

•  Advanced  a  funding  initiative  that  allows  counties  to  implement  new  revenue 
sources  used  for  community-based  transportation  infrastructure  and  services. 

Customer  Service 

•  Established  the  first  ever  state-wide  customer  service  center  at  New  Jersey 
Department  of  Transportation  to  respond  quickly  and  decisively  to  issues  raised  by 
citizens  and  users  of  our  transportation  system.  Published  performance  standards 
that  the  Department  and  other  State  transportation  agencies  can  be  judged  bv  and 
which  serves  as  a  measurement  of  our  progress  and  success. 
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•  Implemented  a  "Welcome  to  New  Jersey"  initiative  that  provides  motorists  and 
truckers  comprehensive  access  to  information  at  key  entry  portals. 

•  Installed  a  "customer  first"  philosophy  at  DMV  and  NJ  Transit  through  technology, 
customer  feedback  and  a  published  "report  card"  that  measures  performance. 

Additional  Activities 

Amtrak  Strike:  Assumed  responsibility  in  getting  Amtrak  management  and  unions  to 
reach  an  unprecedented  agreement  that  would  permit  union  employees  to  cross  picket 
lines  to  ensure  operation  of  NJ  Transit  rail  service. 

Work  First  NT:  Implemented,  in  cooperation  with  the  Departments  of  Human  Services 
and  Labor,  county  transportation  coordination  plans  for  community-based  services. 
Dedicated  $3.7  million  from  existing  resources  to  advance  two  county  demonstration 
programs  in  Gloucester  and  Monmouth  Counties  that  increase  the  effectiveness  in 
delivering  expanded  services. 

DMV  Improvements  &  Inspection  &  Maintenance:  Reduced  inspection  wait  time  from  2 
hours  to  less  than  30  minutes  and  launched  improvements  at  regional  centers  and 
private  agencies. 

Sale  of  Conrail:  Successfully  negotiated  with  CSX  and  Norfolk  Southern  to  ensure 
competitive  freight  access  in  the  state,  protect  short  line  operations  and  preserve  access 
rights  to  rail  lines  for  public  transportation. 

Transit  Projects:  Broke  ground  on  Hudson-Bergen  Light  Rail  and  achieved  consensus  on 
a  Hoboken  alignment.  Advanced  the  South  Jersey  Rail  Project  and  held  together  a 
coalition  in  favor  of  the  project  in  spite  of  political  manipulation  of  the  project. 

Highway  Projects:  Awarded  contracts  for  Route  21  and  fast  tracked  4/17  interchange. 
Gained  funding  approval  for  Atlantic  City  Brigantine  Connector  and  negotiated  changes 
to  scope  to  keep  project  on  schedule. 

Urban  Coordinating  Council  &  Economic  Development:  Directed  $118  million  in  capital 
funding  to  Urban  Coordinating  Council  communities.  Advanced  projects  to  help  attract 
Raytheon,  T-fal,  AT&T,  Merrill  Lynch  and  the  South  Jersey  Food  Distribution  Center  to 
our  state. 

Environmental  Issues:  Implemented  alternative  fuels  program,  accelerated  pedestrian 
and  bicycle  improvements,  launched  an  electric  station  car  project  and  increased 
funding  for  transportation  preservation  projects  supported  by  the  environmental 
community. 

Deputy  Executive  Director  May  1995-January  1997 

The  Port  Authority  of  New  York  &  New  Jersey 

The  Deputy  Executive  Director  has  responsibility  over  the  day  to  day  operation  of  the 
five  key  businesses  that  constitute  the  Bi-State  agency:  Airports,  Ports  Commerce, 
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Bridges  and  Tunnels,  PATH  and  The  World  Trade  Center.  With  an  annual  operating 
budget  of  $2  billion  and  a  $5.5  billion  capital  program,  The  Port  Authority  develops  and 
executes  critical  programs  ,  which  support  the  trade,  commerce  and  transportation 
systems  of  this  region. 

Under  Mr.  Haley,  the  PA  went  through  a  comprehensive  Authority-wide  realignment  of 
responsibilities  that  streamlined  and  consolidated  functions,  improved  control  and 
monitoring  of  resources  and  their  allocation,  eliminated  fragmentation  and  redundancy 
and  improved  delivery  of  the  Capital  Program.  During  his  period  as  Deputy,  the 
following  accomplishments  were  made: 

•  Helped  reduce  The  Port  Authority's  operating  budget  by  $100  million  for  1996,  the 
first  reduction  in  the  cost  of  operating  The  Port  Authority  since  1943 

•  Avoided  all  toll  and  fare  increases  for  1996. 

•  Selected  a  private  sector  consortium  to  design,  build,  operate  and  maintain  a  new 
billion  dollar  international  arrivals  complex  at  John  F.  Kennedy  International  Airport 
(JFK).  This  project  created  a  state-of-the-art  international  aviation  hub  for  JFK  and 
turned  over  full  operation  of  the  largest  single  terminal  at  the  airport  to  the  private 
sector. 

•  Completed  the  first  comprehensive  dredging  plan  for  New  York  harbor  by  bringing 
together  both  states,  the  federal  government,  private  industry  and  environmentalists 
to  solve  this  critical  challenge. 

•  Awarded  contracts  to  install  electronic  toll  collection  technology  at  all  Port  Authority 
bridges  and  tunnels  by  year-end  1997.  Reduced  original  time  estimate  for  project  by 
four  years  and  original  cost  by  nearly  half  ($60  million  vs.  $35  million). 

•  Consolidated  The  Port  Authority  Police  Department  under  a  unified  command, 
which  will  dramatically  increase  effectiveness  and  operating  efficiency. 

•  For  the  fiscal  year  of  1997,  reduced  staff  by  more  than  525  positions  in  order  to  make 
the  Authority  leaner  and  more  efficient.  Agency  headcount  was  down  16f~f  from 
1995,  its  lowest  level  since  1968.  Established  a  Career  Center  for  separated 
employees,  which  provided  outplacement  assistance  in  connection  with  career 
transition  workshops,  resume  preparation  and  job  search  strategies. 

•  Proposed  a  1997-2001  Capital  Investment  Plan  that  covered  nearly  $6.4  billion  in 
capital  construction.  It  provided  $4  billion  in  Port  Authority  funding  over  the  five 
year  period  for  a  number  of  key  initiatives,  such  as  development  of  the  Port  to  45- 
foot  channels,  new  ferry  operations,  including  sendee  to  LaGuardia  Airport,  and 
ongoing  development  at  all  three  airports.  The  plan  also  funded  those  projects 
necessary  for  meeting  the  obligation  to  maintain  and  operate  the  facilities  in  a  safe 
and  effective  manner,  as  well  as  those  projects  needed  to  satisfy  regulatory 
mandates.  Almost  $1.2  billion  in  critical  Airport  Access  projects  was  supported  bv 
PFC  collections,  and  up  to  $1.2  billion  in  special  Project  Bonds  would  be  used  to 
advance  the  redevelopment  initiative  for  the  International  Arrivals  Building  at  JFK. 

•  Redirected  $4  million  dollars  to  improve  customer  service  at  Port  Authority  facilities. 
Conducted  customer  service  training  for  2500  front-line  employees. 

General  Manager  September  1991-May  1995 

Massachusetts  Bay  Transportation  Authority 
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CEO  of  nation's  oldest  and  sixth  largest  public  transit  agency,  providing  multi-modal 
transportation  to  700,000  riders  daily  across  100  communities  via:  commuter  rail,  bus, 
subway,  light  rail,  trackless  trolley,  paratransit  and  commuter  boat  services.  Oversaw 
$800M  operating  budget  and  workforce  of  7,000  represented  by  26  collective  bargaining 
units.  Provided  leadership  for  the  following  key  initiatives: 

Strategic  Planning  Improvements  to  Capital  Investment/ Construction  Program 

Established  Authority's  first  5-year  $2.2  billion  capital  planning  and  project  funding 

process. 

Secured   $100M   ISTEA   funding   for   transit   projects,   including   construction   of 

intermodal  transit  interface  over  Central  Artery  /Tunnel,  nation's  largest  highway 

project. 

Constructed  three  new  commuter  rail  lines  to  double  service  region  and  increase 

ridership  by  25%. 

Undertook   nation's    most   comprehensive   ADA    multi-modal,    key    station    and 

complementary  para-transit  program. 

Instituted  new  private  sector-based  program  budgeting  process. 

Conceived  nation's  most  ambitious  DBE  bonding  program  to  increase  business 

opportunities  for  minority-owned  companies. 

Established  Authority's  first  construction  noise  mitigation  policy  and  legislative 

program. 

Improved  Operations  Performance  &  Safety  Accountability 

Strengthened   productivity   and   cost-efficiency   through   free-market   competitive 

bidding  process. 

Expanded  governance  of  Drug  &  Alcohol  Policy  to  be  among  industry's  most 

stringent. 

Set    legislative    strategy    to    revamp    Interest    Arbitration    and    district    service 

assessments. 

Increased  police  force  by  35%  and  introduced  K-9's;  realized  14%  crime  drop  since 

1991. 

Restructured  and  streamlined  agency,  first  reorganization  in  over  70  years. 

Elevated    Authority-wide    organizational    diversity    staffing,    training    and    civil 

treatment  programs. 

Recaptured     oldest     subway     line     through     sweeping     lighting     and     station 

improvements. 

Instituted  proactive  emergency  service  and  communications  plan  which  retained 

public  confidence  during  the  Blizzard  of  '93  and  Amtrak  strike  threats. 

Increased  overall  service  reliability  through  new  bus  vehicle  maintenance  program, 

system-wide  safety  plan,  and  service  performance  measurement  process  —  all 

Authority  "firsts". 

Strengthened  Customer  Service 

•     Instituted   information   matrix   to   increase  utilization   of  customer  reports   as   a 
management  tool  to  monitor  trends  and  improve  service  standards. 
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Developed  a  comprehensive  service  improvement  model  which  improved  most 

problematic  rail  line,  expanded  to  all  service  modes.  %P 

Created  industry-model  Customer  Information  Center  to  process  2M  calls  /year,  u 

named   "Best  in  Boston";  introduced  new  communications  services  to  improve 

customer  and  media  outreach. 

Overhauled  system-wide  signage  and  maps,  increased  bus  shelters. 


V 


Increased  Revenue  &  Ridership 

•     Shattered  ridership  records  during  Sail  Boston,  the  nation's  largest  tourism  event  of 
1992. 


«■ 


Established    new,    profitable    commuter    rail    markets,    doubled    commuter   boat  fr* 


ridership. 

Increased  marketing  effort  yielded  record-setting  transit  pass  sales,  system-wide 

ridership  growth,  expansions  of  pass  products  and  more  convenient  purchase 

options. 

Restructured  all  revenue  functions  to  improve  collection  system.  5* 

Secured  industry's  most  profitable  transit  advertising  contract,  revenues  up  23% 

over  1992. 


*■ 


Additional  Professional  Experience  (1975  -  1991)  ^* 

Deputy  General  Manager 

San  Francisco  Bay  Area  Rapid  Transit  District  ™ 

m 

Deputy  General  Manager  for  Finance  &  Administration 

New  Jersey  Rail  Operations  ™ 

Deputy  Executive  Director  for  Engineering  &  Maintenance 

Manager  of  Field  Operations  ™ 

Chicago  Transit  Authority  ^ 

General  Manager  ™ 

Chartered  Bus,  Inc.  Fitchburg,  MA  C* 

Chief  Transportation  Officer  ™ 

Director  of  Surface  Transportation  ^ 

Manager  of  Contract  Operations  m 

Southeastern  Pennsylvania  Transportation  Authority 

£* 

Assistant  Director  of  Financial  Management  m 
New  Jersey  Department  of  Transportation 

Health  Services  Administrator  m 
Department  of  Public  Health,  Philadelphia,  PA 

Education  ^ 

B.S.  Government,  Northeastern  University,  1974 

M.P.A.  Program,  Maxwell  School,  Syracuse  University,  1975 
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Robert  F.  Johnson,  C.P.P.,  B.S.,  J.D. 

Robert  F.  Johnson,  Co-Founder  and  former  President  and  Chairman  of  Boston-based 
First  Security  Services  Corporation,  is  currently  a  consultant  with  Pinkerton  Security 
USA,  a  position  he  assumed  following  the  sale  of  his  company  to  Pinkerton  in  January 
2000.  He  possesses  a  B.S.  degree  from  Northeastern  University's  UC  School  of  Law 
Enforcement  and  a  J.D.  from  the  New  England  School  of  Law,  and  is  a  member  of  the 
Massachusetts  and  Federal  Bars. 

With  over  39  years'  experience  in  security  and  investigative  security  management,  he  is 
a  founder  and  past  president  of  International  Security  Management  Association;  a 
member  and  former  Regional  Vice  President  of  the  American  Society  for  Industrial 
Security;  a  member  of  the  Police  Executive  Research  Forum;  former  Chairman  of  the 
Boston  Police  Foundation;  former  Chairman  of  the  New  York  City  Police  Department, 
Commissioner's  Standing  Executive  Committee  on  Integrity  and  Respect;  and  is 
currently  a  member  of  Northeastern  University's  Board  of  Trustees. 

Mr.  Johnson  is  an  Adjunct  Professor,  Northeastern  University,  College  of  Criminal 
Justice  and  a  recipient  of  Northeastern  University's  Outstanding  Alumni  Award  in  the 
Field  of  Business  and  Industry. 
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Patricia  McGovern 


Patricia  McGovern  is  Executive  Vice  President  for  External  Affairs  at  CareGroup 
Healthcare  System.  CareGroup,  an  integrated  system  of  quality  healthcare  providers 
serving  the  individual,  family  and  community,  includes  the  Beth  Israel  Deaconess 
Medical  Center,  Mount  Auburn  Hospital,  New  England  Baptist  Hospital,  Deaconess- 
Glover,  Deaconess-Nashoba  and  Deaconess-Waltham  Hospitals. 

Before  joining  CareGroup  in  May  1999,  Ms.  McGovern  practiced  law  at  Goulston  & 
Storrs,  concentrating  in  the  fields  of  public  law  and  health  care  law.  Ms.  McGovern 
brought  to  all  areas  of  the  firm's  practice  a  unique  knowledge  and  understanding  of  the 
major  economic  and  political  trends  affecting  the  New  England  and  national  business 
environments.  She  continues  to  serve  as  counsel  to  the  firm. 

Prior  to  joining  Goulston  &  Storrs  in  1993,  Ms.  McGovern  served  with  distinction  in  the 
Massachusetts  Senate  for  twelve  years.  Upon  election  to  the  State  Senate,  she  was 
appointed  Chairman  of  a  special  Senate  investigative  committee  that  recommended 
substantial  reform  of  the  Commonwealth's  mental  health  delivery  systems.  During  its 
investigation,  the  committee  interacted  with  a  number  of  state  and  federal  agencies, 
including  the  Immigration  and  Naturalization  Service  (INS)  gaining  insight  into  specific 
policy  changes  that  would  best  protect  Massachusetts'  citizens.    Ms.  McGovern  was 
then  selected  as  the  first  Senate  chair  of  the  Legislature's  newly  created  Joint  Standing 
Committee  on  Criminal  Justice,  providing  leadership  and  direction  in  the  areas  of  crime 
prevention  and  sentencing  reform. 

From  1984  to  1992,  she  chaired  the  Senate  Committee  on  Ways  and  Means,  authoring 
many  groundbreaking  and  innovative  budgetary  and  policy  decisions  while  crafting  a 
multi-billion  dollar  operating  and  capital  budget  for  Massachusetts.  Ms.  McGovern 
worked  with  diverse  groups,  including  many  of  the  Commonwealth's  public  authorities, 
to  build  consensus  and  to  forge  new  and  creative  public  policy.  In  addition  to 
implementing  fiscal  reforms  such  as  unfunded  pension  liability,  Medicaid  financing 
reform  and  equitable  MBTA  funding,  Ms.  McGovern  concentrated  her  efforts  in  the 
Senate  on  the  improvement  of  public  education  and  the  court  system. 

Before  her  election  to  the  State  Senate,  she  served  as  Executive  Director  of  the 
Governor's  Committee  on  Law  Enforcement  and  the  Administration  of  Justice  in  the 
Executive  Office  of  Public  Safety.  Her  commitment  to  community  service  and  her 
expertise  in  public  and  private  policy  have  been  recognized  by  the  Massachusetts  Bar 
Association,  the  Boston  Bar  Association,  the  National  Association  of  Women  Jurists, 
Health  Care  for  All,  the  Massachusetts  Municipal  Association,  the  American  Jewish 
Committee  and  other  civic  associations. 

In  1994,  Boston  Mayor  Thomas  M.  Menino  appointed  Ms.  McGovern  to  chair  the 
Mayor's  Commission  on  Health  Care  (the  McGovern  Commission),  which  was  charged 
with  implementing  the  merger  of  Boston  City  Hospital  (a  municipal  hospital)  and  the 
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Boston  University  Medical  Center  (a  private  teaching  hospital)  and  with  strengthening 
ties  to  the  City's  neighborhood  health  centers. 

In  1999,  she  was  appointed  a  member  of  the  Committee  to  Save  the  State  House,  a  group 
charged  with  leading  the  restoration  of  the  Massachusetts  State  House. 

In  January  2000,  Ms.  McGovern  was  appointed  by  the  Commonwealth's  Secretary  of 
Transportation  and  Construction  to  serve  as  Chairman  of  the  Blue  Ribbon  Committee  on 
Forward  Funding  the  Massachusetts  Bay  Transportation  Authority  (MBTA).  The 
Committee,  whose  purpose  was  to  provide  the  MBTA  Board  of  Directors  with  an 
independent  evaluation  of  financial  policies  and  cost  management  strategies  under 
newly  enacted  forward  funding  legislation,  completed  its  task  within  four  months. 

Ms.  McGovern  is  a  member  of  the  Board  of  Trustees  for  the  Women's  Educational  and 
Industrial  Union;  the  Board  of  Advisors  of  the  Rappaport  Institute  for  Greater  Boston  at 
Harvard  University's  Kennedy  School  of  Government,  and  the  Steering  Committee  of 
the  New  England  Public  Policy  Collaborative.  She  is  also  a  member  of  the  Board  of 
Trustees  of  the  New  England  Aquarium,  the  Board  of  the  Massachusetts  College  of  Art 
Foundation,  Inc.  and  the  Board  of  Overseers  for  the  Boston  Symphony  Orchestra. 

Ms.  McGovern  holds  a  bachelor's  degree  and  a  law  degree  from  Suffolk  University.  She 
holds  numerous  honorary  degrees  and,  after  graduation  from  law  school,  studied  at  the 
Academy  of  International  Law,  The  Hague,  the  Netherlands.  Ms.  McGovern  is  a 
founder  of  the  Women's  Bar  Association.  She  was  a  fellow  at  the  Radcliffe  College 
Public  Policy  Institute  during  the  1994-1995  academic  year,  and  in  1992  was  a  fellow  at 
the  Institute  of  Politics  at  the  Kennedy  School  at  Harvard  University.  She  is  a  guest 
lecturer  at  a  number  of  colleges,  universities,  law  schools  and  institutes  throughout  the 
Northeast. 


Report  of  the  Special  Advisory  Task  Force  1 7 


Sheila  E.  Widnall 

Institute  Professor  and  Professor  of  Aeronautics  and  Astronautics 
Massachusetts  Institute  of  Technology 

Sheila  Widnall  is  an  Institute  Professor  and  Professor  of  Aeronautics  and  Astronautics  at  the 
Massachusetts  Institute  of  Technology.  She  has  been  a  member  of  the  MIT  faculty  since  1964. 
She  served  as  Secretary  of  the  Air  Force  from  August  1993  to  November  1997.  As  Secretary  of 
the  Air  Force,  Dr.  Widnall  was  responsible  for  all  the  affairs  of  the  Department  of  the  Air  Force 
including  recruiting,  organizing,  training,  administration,  logistical  support,  maintenance,  and 
welfare  of  personnel.  She  was  also  responsible  for  the  formulation  of  policies  and  programs  by 
the  Department  of  the  Air  Force;  the  effective  cooperation  and  coordination  between  the 
Department  of  the  Air  Force  and  the  other  military  departments  and  agencies  of  the 
Department  of  Defense;  the  effective  and  timely  implementation  of  policy,  program,  and  budget 
decisions;  the  effective  supervision  and  control  of  the  intelligence  activities  of  the  Air  Force;  and 
the  presentation  and  justification  of  the  positions  of  the  Air  Force  on  the  plans,  programs,  and 
policies  of  the  Department  of  Defense  to  include  recommendations  to  Congress.  She  co-chaired 
the  Department  of  Defense  Task  Force  on  Sexual  Harassment  and  Discrimination 

She  served  as  Associate  Provost  at  the  Massachusetts  Institute  of  Technology  from  1992-93, 
having  responsibility  for  academic  integrity  including  conflict  of  interest  policy,  federal 
relations,  faculty  retirement,  tenure  and  promotion  policies,  and  international  programs. 

Dr.  Widnall  is  a  member  and  the  current  Vice  President  of  the  National  Academy  of 
Engineering  (NAE)  and  past-president  of  the  American  Institute  of  Aeronautics  and 
Astronautics  (AIAA).  She  served  as  a  member  of  the  NAE  Council  from  1992-93;  of  COSEPUP 
for  1992-93;  as  a  member  and  later  chair  of  the  Draper  Prize  Committee,  from  1988  to  1993; 
Membership  Committee,  1992-93;  member  and  later  chair  of  the  Aerospace  Peer  Committee 
1989-92;  Committee  on  Scientific  Responsibility  and  the  Conduct  of  Science,  1990-92;  Committee 
on  Data  Needs  for  Monitoring  Labor  Market  Conditions  for  Engineers  1987;  Committee  on 
Technology  Issues  that  Impact  International  Competitiveness  1987;  Nominating  Committee 
1986-87;  US  National  Committee  on  Theoretical  and  Applied  Mechanics  1984-88;  Committee  on 
Education  and  Utilization  of  Engineers,  also  Subcommittee  on  Engineering  and  Technical 
Systems  1983-85;  Member:  Space  and  Aeronautics  Board,  National  Research  Council  (1975- 
1978). 

Dr.  Widnall  has  been  a  trustee  of  the  Carnegie  Corporation,  the  Aerospace  Corporation,  a 
director  of  the  Draper  Laboratories,  Chemical  Fabrics  Incorporated  and  a  trustee  of  the  Boston 
Museum  of  Science.    She  was  a  member  of  the  Carnegie  Commission  on  Science,  Technology 
and  Government.  She  is  a  past  president  of  the  American  Association  for  the  Advancement  of 
Science.  She  is  a  current  trustee  of  the  Sloan  Foundation,  the  Institute  for  Defense  Analysis  and 
GenCorp. 

Prof.  Widnall  is  currently  associated  with  the  Lean  Aerospace  Initiative,  a  partnership 
between  industry,  government/ DOD  and  MIT  dedicated  to  a  vision  of  "of  significantly 
reducing  the  cost  and  cycle  time  for  military  aerospace  products  throughout  the  entire 
value  chain  while  continuing  to  improve  product  performance".  LAI  contributes 
toward  this  vision  through  research  leading  to  actionable  goals  such  as  facilitating  and 
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enabling  enterprise  wide  systemic  change;  defining  a  "lean  acquisition  environment" 
strategy  for  DOD  which  incorporates  the  concept  of  "best  life  cycle  value";  and  applying 
the  lean  enterprise  model  (LEM)  across  a  broad  segment  of  the  stakeholder  community. 


« 
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Valerie  Landry 

Office  of  the  Governor,  State  of  Maine 

Since  1995,  Valerie  Landry  has  served  as  Maine  Commissioner  of  Labor  for  Governor 
Angus  S.  King.  During  that  time,  Commissioner  Landry  directed  a  complete  overhaul  of 
the  Department  of  Labor  organizational  and  management  structure,  along  with  a  total 
redesign  of  employment  related  services  statewide.  Commissioner  Landry  also  has 
experience  in  the  non-profit  sector  and  municipal  government  and  serves  on  numerous 
Boards  and  Commissions  including  the  Boston  Seaman's  Friend  Society  which  provides 
assistance  to  seafarers  in  the  commercial  shipping  and  fishing  industries  in  Boston, 
Portsmouth  new  Hampshire  and  Portland,  Maine. 

During  her  tenure  at  the  Department  of  Labor,  Commissioner  Landry  has  directed: 

o     Consolidation  of  numerous  administrative  and  financial  structures 

o     Consolidation  of  a  large  number  of  private  and  public  sector  programs  into  23 

statewide  Career  Centers 
o     Consolidation  of  20  Unemployment  Offices  into  3  "state  of  the  art"  Call  Centers 
o     Restructuring  of  occupational  safety  services  to  increase  the  number  of  workers 

and  businesses  served 
o     Consolidation  of  12  statewide  Boards  and  Commissions  into  one  unified 

statewide  Jobs  Council,  and 
o     Closer  coordination  of  Department  efforts  with  other  state  agencies  such  as 

Economic  and  Community  Development  and  the  Department  of  Education. 

Because  Massport  is  an  important  resource  for  the  entire  region,  Governor  King  offered 
to  assist  Governor  Swift  in  her  review  of  Massport  through  the  efforts  of  Commissioner 
Landry. 
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Susan  M.  Prosnitz 

On  Special  Assignment  from  the  Executive  Office  of  Public  Safety 


From  1998  through  2001,  Susan  Prosnitz  served  as  the  General  Counsel  for  the  Executive 
Office  of  Public  Safety  where  she  provided  advice  on  legal  and  policy  matters  to  over  20 
boards,  commissions,  and  agencies  in  the  fields  of  public  safety,  criminal  justice,  and 
emergency  management.  She  was  further  responsible  for  managing  an  executive  office 
legal  staff  while  also  overseeing  agency  chief  legal  counsels  including  the  Massachusetts 
State  Police,  the  Department  of  Correction  and  the  Department  of  Fire  Sendees.  In 
addition  to  these  responsibilities,  Ms.  Prosnitz  was  appointed  by  the  Secretary  of  Public 
Safety  to  chair  a  committee  implementing  the  new  Massachusetts  Racial  and  Gender 
Profiling  Law.  She  was  also  selected  to  serve  as  Co-Chair  of  the  Governor's  Task  Force 
on  Hate  Crimes,  which  established  several  award-winning  initiatives  during  her  tenure. 

Prior  to  her  position  at  the  Executive  Office  of  Public  Safety,  Ms.  Prosnitz  was  the  Chief 
of  Litigation  for  the  Boston  Police  Department  from  1993  through  1998.  There,  she 
managed  the  Department's  civil  litigation  including  internal  affairs,  employment,  and 
public  records  matters.  In  addition,  she  advised  the  Police  Commissioner  and 
Command  Staff  on  various  ethics,  criminal  justice,  and  employment  issues.  Her  service 
at  the  Boston  Police  Department  earned  her  the  Boston  Police  Department's' 
Distinguished  Service  Award  and  Police  Commissioner's  Special  Citation. 

Earlier  in  her  career,  Ms.  Prosnitz  worked  as  a  litigation  associate  with  the  law  firm  of 
Hinckley,  Allen,  and  Snyder  and  as  a  law  clerk  for  the  Superior  Court  of  Massachusetts. 

Ms.  Prosnitz  is  serving  on  the  Future  Forum  Committee  of  the  Duke  University  School 
of  Law  and  the  Public  Law  Section  of  the  Massachusetts  Bar  Association.  She  has  also 
led  apprenticeship  programs  for  Citizens'  Schools,  a  non-profit  organization  working 
with  inner  city  children  to  develop  their  skills  and  experience  while  creating  meaningful 
products  for  the  community. 

She  is  a  graduate  of  Amherst  College  and  Duke  University  School  of  Law. 
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Eric  S.  Berman,  CPA 

Deputy  Comptroller,  Commonwealth  of  Massachusetts 

Eric  S.  Berman,  CPA  was  appointed  Deputy  Comptroller  for  the  Massachusetts  Office  of 
the  Comptroller  in  August  of  1999.  He  is  responsible  for  three  Bureaus,  including  the 
Financial  Reporting  and  Analysis  Bureau  responsible  for  preparing  the 
Commonwealth's  two  independently  audited  financial  statements,  the  Capital 
Accounting  Bureau  responsible  for  the  management  of  the  Commonwealth's  capital 
project  funds  and  Commonwealth  debt,  and  the  General  Accounting  Bureau  responsible 
for:  preparing  and  negotiating  a  number  of  cost  plans  with  the  federal  government, 
establishing  and  maintaining  spending  and  revenue  authorizations  for  155  state 
departments,  maintaining  the  accuracy  and  integrity  of  the  Commonwealth's  ledgers  for 
130  funds.  He  is  also  in  charge  of  the  financial  relationship  between  the  Commonwealth 
and  60  authorities  and  schools  of  higher  education. 

He  has  also  worked  on  a  number  of  Commonwealth-wide  issues,  including  the 
Commonwealth's  participation  in  the  master  settlement  agreement  with  the  tobacco 
companies,  the  forward  -  funding  of  the  Massachusetts  Bay  Transportation  Authority, 
the  Central  Artery  /  Tunnel  project  and  the  Performance  Enhancement  Commission. 
He  is  also  in  charge  of  implementing  all  Government  Accounting  Standards  Board 
(GASB)  standards  in  the  Commonwealth.  He  also  participates  in  the  standards' 
implementation  to  all  of  the  Commonwealth's  municipalities  along  with  the  Department 
of  Revenue's  Division  of  Local  Services.  As  such,  he  is  a  nationally  recognized  authority 
on  GASB  Standards  34,  35,  37  and  38  and  has  authored  guides  for  their  implementation. 
He  has  also  edited  a  guide  along  with  the  GASB  for  financial  analysts  in  implementing 
those  standards.    He  also  serves  on  various  committees  to  comment  on  new  standards 
on  post  employment  benefits  other  than  pensions  and  credit  and  investment  risk. 

Prior  to  coming  to  the  Office  of  the  Comptroller,  Mr.  Berman  was  the  Treasurer  of  the 
Massachusetts  Water  Pollution  Abatement  Trust  where  he  was  in  charge  of  reporting, 
investments,  budgeting  ,  personnel,  and  the  daily  operations  of  the  $2  billion 
government  banking  instrumentality.  He  coordinated  investment  bidding  process  for 
guaranteed  investment  contracts,  repurchase  agreements  and  escrows  and  was 
responsible  for  issuing  over  $1  billion  in  tax-exempt  bonds  and  $1.2  billion  in  loans.  As 
part  of  the  bond  issues  of  the  trust,  he  structured  the  first  30-year  bond  issue  for  a  state 
revolving  fund,  involving  nearly  two  years  of  negotiations  with  EPA  and  Congress.  At 
the  trust,  he  was  also  a  member  of  the  Council  of  Infrastructure  Financing  Authorities 
workgroups  on  EPA  relations,  financial  reporting  and  auditing,  leadership  and 
membership. 
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Frasca  &  Associates,  L.L.C. 

Frasca  &  Associates,  L.L.C.  is  a  financial  advisory  and  consulting  firm  with  specialty 
expertise  in  assisting  airports  in  strategic  business  planning,  the  successful 
implementation  of  their  capital  development  programs,  and  negotiation  of  leases  with 
airlines  and  other  airport  tenants. 

The  professionals  at  Frasca  &  Associates  have  dedicated  their  entire  careers  to  the 
financing,  development  and  management  of  airports.  The  concept  behind  the  firm's 
formation  was  to  introduce  new  concepts  in  financial  advisory  practices.  Professional 
staff  is  comprised  not  only  of  former  investment  bankers  and  financial  advisors,  but  also 
of  people  who  themselves  worked  in  senior  positions  at  airports  -  as  business  managers 
with  line  responsibility  for  developing  terminal  and  cargo  facilities,  originating  capital 
budgets,  negotiating  with  airlines,  implementing  policy  and  innovating  procedures  and  as 
business  managers,  intimately  involved  in  negotiating  leases  and  developing  new 
business  initiatives.  The  result  is  a  comprehensive  view  of  the  issues,  from  a  capital 
markets,  an  operations,  and  a  business  development  perspective. 

Resumes  for  the  firm's  two  principals  follow. 
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Doreen  M.  Frasca 

President,  Frasca  &  Associates,  L.L.C. 

Ms.  Frasca  specializes  in  the  structuring  and  financing  of  airport  and  transportation 
projects.  In  1997,  Ms.  Frasca  formed  Frasca  &  Associates  to  provide  financial  advisory  for 
airport  development  projects  and  strategic  consulting  services  on  airport  management 
and  governance  issues. 

Ms.  Frasca  has  worked  on  Wall  Street  for  over  20  years,  initially  at  Dillon,  Read  &  Co. 
Inc.,  on  the  municipal  bond  trading  desk,  and  then  at  Merrill  Lynch  &  Co.,  where  she 
spent  15  years  in  the  Public  Finance  Division,  ultimately  heading  the  Airports  and 
Transportation  Group.  Throughout  her  career,  Ms.  Frasca  has  assisted  her  clients  in 
evaluating  the  financial  feasibility  of  project  financings,  structuring  financing  plans,  and 
accessing  the  taxable  and  tax-exempt  markets.  She  has  financed  in  excess  of  $12  billion  in 
projects  for  U.S.  airports. 

In  a  relatively  short  period  of  time,  Frasca  &  Associates  has  moved  to  the  forefront  of 
innovative  finance  and  public /private  partnerships  in  the  airport  sector,  helping  clients 
access  new  sources  of  funding  and  real  estate  development  expertise.  Ms.  Frasca  served 
as  financial  advisor  to  the  NYS  DOT  on  the  Stewart  Airport  privatization,  the  first  to  be 
leased  under  the  FAA's  Pilot  Privatization  Program.  Ms.  Frasca  also  served  as  financial 
advisor  to  the  Port  Authority  of  New  York  and  New  Jersey  on  the  Terminal  4  Project 
whose  innovative  financing  she  helped  to  develop,  and  is  serving  NJ  DOT  in  the  same 
capacity  on  a  number  of  projects  under  the  auspices  of  its  "Public-Private  Partnership 
(P3)"  Legislation,  including  a  new  trans-Hudson  ferry  terminal.  She  has  also  advised 
the  State  of  Connecticut  on  management  and  governance  issues  related  to  Hartford 
Bradley  International  Airport 

Frasca  &  Associates  also  serves  as  co-financial  advisor  to  Los  Angeles  World  Airports, 
financial  advisor  to  Myrtle  Beach  International  Airport.  Frasca  &  Associates  has  also 
advised  AENA  (the  Spanish  airport  operator  in  its  successful  bid  for  12  airports  in 
Mexico,  as  well  as  for  its  bids  in  Costa  Rica  and  Peru),  the  Puerto  Rico  Ports  Authority, 
the  Massachusetts  Port  Authority,  the  Niagara  Frontier  Transportation  Authority  and 
several  private  developers  of  airport  facilities. 

Some  of  Ms.  Frasca's  prior  airport  financing  experience  includes:  Houston 
Intercontinental  (restructuring  of  all  outstanding  indebtedness),  Miami  International 
(first  commercial  paper  program  for  a  U.S.  airport),  Metropolitan  Washington  -  National 
and  Dulles  International  (initial  issuance  of  tax  exempt  debt  as  a  newly  constituted 
authority),  Chicago  O'Hare,  Hartsfield  Atlanta,  Dallas-Fort  Worth  (first  interest  rate 
swap  for  a  U.S.  airport),  Cyril  E.  King,  Huntsville,  Sarasota,  T.F.  Green,  American 
Airlines  (maintenance  base  at  Alliance  Airport  and  AAirTram  rail  system  at  DFW), 
Delta  Air  Lines,  Continental  Airlines,  and  BAA  USA,  Inc.  (strategic  U.S.  advisory 
assignment  including  quantitative  analyses  related  to  Indianapolis  Airport). 
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Ms.  Frasca  earned  a  B.A.  in  History,  magna  cum  laude,  from  Wheaton  College 
(Massachusetts)  where  she  was  elected  to  Phi  Beta  Kappa.  She  pursued  graduate 
studies  in  History  of  the  University  of  Edinburgh,  Scotland  and  received  an  M.B.A.  in 
Finance  from  Columbia  University.    She  is  a  Trustee  of  the  New-York  Historical  Society. 
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Kenneth  J.  Cushine 

Vice  President,  Frasca  &  Associates,  L.L.C. 

Mr.  Cushine  specializes  in  the  financial  structuring  of  airport  projects  including 
terminal,  infrastructure  and  real  estate  development  as  well  as  the  negotiation  and 
implementation  of  airline  and  other  airport  user  lease  agreements. 

Mr.  Cushine  has  worked  in  airport  finance  for  over  ten  years.  In  1997,  he  became  a 
founding  member  of  Frasca  &  Associates.  Mr.  Cushine  currently  serves  as  a  financial 
advisor  to  Los  Angeles  World  Airports  and  the  Horry  County  Department  of  Aviation 
(Mvrtle  Beach,  S.C.).  He  has  served  as  financial  advisor  to  the  New  York  Empire  State 
Development  Corporation  in  analyzing  issues  associated  with  the  privatization  of 
Stewart  International  Airport  and  participated  in  the  negotiations  with  the  selected 
developer  and  the  FAA  on  the  transaction.  He  has  served  as  financial  advisor  to  the 
Port  Authority  on  the  $1.2  billion  redevelopment  of  the  JFK  International  Arrivals 
Building  as  well  as  various  terminal,  cargo  and  concession  private  development  projects. 
Mr.  Cushine  also  work  as  a  strategic  consultant  to  the  State  of  Connecticut  (to  assess 
management  alternatives  and  competitive  issues  for  Bradley  International  Airport), 
financial  advisor  to  the  New  York  ESDC  and  the  Niagara  Falls  Transportation  Authority 
for  the  long-term  lease  and  development  of  Niagara  Falls  International  Airport,  financial 
advisor  to  the  Puerto  Rico  Ports  Authority,  special  projects  consultant  to  the 
Massachusetts  Port  Authority  and  financial  advisor  to  AENA  (the  Spanish  airport 
authority  )  which  was  selected  to  manage  and  operate  the  12  airport  "Pacific  Group"  of 
airports  in  Mexico. 

From  1990  to  1996,  Mr.  Cushine  held  a  series  of  progressively  responsible  positions, 
culminating  as  the  General  Manager  of  Business  and  Financial  Services,  for  the  Aviation 
Department  of  the  Port  Authority  of  New  York  and  New  Jersey,  where  his 
responsibilities  involved  airport  business  development,  lease  policy,  capital  planning 
oversight  and  reporting,  budgeting  and  the  structuring  of  airport  fees  and  charges. 
Specific  projects  Mr.  Cushine  has  worked  on  include  the  development  of  an  air  cargo 
business  plan  for  the  New  York  region,  negotiations  with  various  entities  for  cargo 
development  projects  and  the  development  of  the  concession  management  plan  for  JFK, 
Newark  International  and  LaGuardia  Airports  (including  the  selection  of  and 
negotiation  with  retail  developers).  Mr.  Cushine  also  worked  on  developing  several  of 
the  Port's  PFC  applications,  the  financial  analysis  supporting  the  $1.5  billion  JFK 
Redevelopment  program  and  the  $700  million  Newark  Redevelopment  Program 
(including  a  20  year  extension  to  the  airport  master  lease  and  financial  recovery  of  a  $360 
million  automated  people  mover  system),  negotiations  with  several  major  airlines  for 
long-term  unit  terminal  leases,  the  development  of  a  risk  assessment  model  for  major 
capital  projects,  and  the  setting  of  airport  public  parking  rates  to  manage  demand  and 
optimize  revenues. 

Mr.  Cushine  received  a  B.S.  in  Electrical  Engineering,  magna  cum  laude,  from 
Rensselaer  Polytechnic  Institute  and  an  M.B.A.  in  Finance  from  Columbia  University, 
where  he  was  elected  to  Beta  Gamma  Sigma. 
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